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illions of dollars saved 





annually to Mill Mutual 
policyholders by careful man- 
agement, skillful fire preven- 
tion, expert selection of risks. 
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Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 


Millers Mutual Fire Insurance Co.......... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. ....... .: Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co.. . Indianapolis, Ind. 


Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 
National Retailers Mutual Insurance Co.......... Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co... . . Lansing, Mich. 


Mill Owners Mutual Fire Insurance Co....... . Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A Service organization maintained by the Mill Mutuals. 
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THIS IS PART OF YOUR PAY CHECK 


That. gun’s making things pretty hot for the Axis 


It came from the pay check and pay 
envelopes of people like you. It was 
bought with the money you lent your 
Government in regular installments from 
your pay. 

But hold on now—Maybe it’s not your 
gun! Maybe you aren’t setting aside at 


least 10 percent of your salary for War 
Bonds! 


There are still some people who 
aren’t; not many, but maybe you’re one 
of them. If you are one, we’re sure it’s 
not for want of patriotism, but because 


SAVE WITH U.S. WAR BONDS 


EVERYBODY...EVERY PAYDAY... 








you haven’t gotten around to it. 


Tell your boss today you want to help 
win the war by joining the Pay-Roll 
Savings Plan. Tell him you want to 
save at least 10 percent of every pay 
check by putting it into War Bonds. 


You can’t make a better investment. 
You'll be buying the weapons that insure 
a future of freedom, peace, and plenty 
».. and you'll be getting back $4 for 
every $3 you save. 


MAKES SENSE, DOESN’T IT? THEN 
START TODAY! 


AT LEAST 107 






April, 1944—1 








This advertisement is a contribution to America’s all-out war effort by 
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J. L. WHITE 


Commissioner of Insurance 


STATE OF MISSISSIPPI 


R. White wes appointed head of the Mississippi Insurance Department on 
February 3 to fill the unexpired term of the late John Sharp Williams, 3rd. 
A native of the state, he is a graduate of Mississippi State Teachers College and 
Mississippi State College. Following graduation from college he taught school 
and while so engaged started his insurance career as an agent for a life insurance 
company, later branching out into other insurance lines. Mr. White's administra- 
tion gives every promise of being a continuation of the capable supervision 
of his predecessors in office. 
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NEXT MONTH 


An article looking into the vocational 
training and rehabilitation of the veteran 
will be one of the highlights of our May 
issue. Another feature will be a review 
of automobile insurance experience --- 
1 subject originally planned for our April 
number. And being optimists, we cling 
to the hope that the Supreme Court will 
hand down a decision in the S. E. U. A. 
case. 


A. V. GRUHN, Editor and Manager 
EDWIN L. POOR, Managing Editor 
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AMBROSE B. KELLY, Associate Editor 
H. F. SWANSON, Business Manager 
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THE FREE ENTERPRISE SYSTEM IN 


OPERATION 


REEDOM of enterprise is in 
the thoughts of nearly all of us 
these days and is on every- 
body’s tongue. No speech on busi- 
ness, economics or insurance is com- 
plete without some reference to it. 
It is said that the system is in danger 
that it must be preserved; that it is 
the backbone of our way of life. 
Freedom of enterprise has been 
added to the Four Freedoms to make 
a fifth. Ask what it is and you will 
get a variety of answers, but all will 
indicate that freedom of competition 
is one of its fundamental principles. 
However, in observing the system 
in operation one must conclude that 
to some it means “Let us alone to do 
as we please, but see to it that the 
other fellow is made to conform to 
our conception of what is good for 
him and good for our economic way 
of life.” The system gets much in 
the way of lip service but its princi- 
ples are frequently forgotten in prac- 
tice by those who are loudest in their 
professions of faith in them. 


Much of this is prompted by a car- 
toon appearing in a recent issue of 
a trade publication devoted to and 
sponsored by capital stock casualty 
and surety interests. It depicts an 
athletic young man straddling a scene 
of wide-spread ruin, bearing industry 
aloft in his, burly arms. It is cap- 
tioned “Free Enterprise—The Fifth 
I'reedom,” and its purpose is to im- 
press the reader with the advantages 
of free enterprise in the insurance 
business. This is an understandable 
objective, especially when the ques- 
tion as to how much freedom of com- 
petition there really exists is now oc- 
cupying the attention of federal au- 
thorities. The cartoon carries a quo- 
tation from Winston Churchill, “We 
must beware of trying to build a so- 
ciety in which nobody counts for any- 
thing except a politician or an offi- 
cial; a society where enterprise gains 
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no reward and thrift no privileges,” 
and following this, the impressive 
statement, “A free man’s world is 
built upon the foundation of private 
enterprise . . . the freedom of labor, 
industry and science to work, un- 
chained by regimentation.” All high- 
sounding statements full of meaning, 
but when it comes to actually follow- 
ing through with their practical ap- 
plication—well, that is another story. 

For some years now the capital 
stock surety companies have been en- 
joying a statutory monopoly of the 
surety business in a number of states, 
particularly New York and New 
Jersey. Proposed legislation designed 
to put the free enterprise system into 
operation by permitting competition 
to take place in the surety field has 
been bitterly opposed. By whom? 
3y the very same organized group 
sponsoring the cartoon described. 

In the past this organized group 
of surety carriers have attempted to 
justify their monopoly by arguing 
that surety was too hazardous a busi- 
ness for a mutual company ; that such 
companies did not have the financial 
resources to withstand the drain of 
the large undisclosed liability which 
usually showed up many years later. 
The surety loss ratios and the success 
of mutual casualty insurers in fields 
of third-party liability have proved 
these arguments to be ridiculous, and 
as to the inadequacy of the financial 
resources of the mutual carriers, well 
that was completely knocked into a 
cocked hat by one of the leaders in 


the capital stock casualty and surety, 


field when he told Congress that mu- 
tual surpluses will in large part never 
be touched by policy claims short of 
a catastrophe comparable to another 
biblical flood. 

However, this year while the New 
York legislature was favorably con- 
sidering the surety anti-monopoly, 
free enterprise bill, the opposition 
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showed its real colors when it urged 
legislators to vote against it because 
the income of certain agents and 
companies would be affected by the 
competition which would be brought 
into play. There is the same organ- 
ized opposition to a similar bill pend- 
ing in New Jersey. Does not such 
conduct support the view held by 
some Congressmen that a large seg- 
ment of the insurance business is or- 
ganized to promote and perpetuate 
monopoly and that the insurance buy- 
er is being regimented and, further- 
more, that the Bailey-Van Nuys Bill 
is being supported by some groups 
for reasons other than that state su- 
might be adversely affected. 
This is only an example of a num- 
which could be cited of how the 
pl of free enterprise are 
by a business which talks 
about its preservation. Sen- 
itor O ‘Mahon ey said, “If enterprise 
; to be free, it must be free fot only 
1 gov 7, but it 
be free also from pri bu- 
y set up through voluntary 
mn The private surety 
racy has been rather success- 
btaining its monopolistic ad- 
1 some states by high-pres- 
tthods. However, if it con- 
in the belief that it is entitled 


pervision 


oy a monopoly in the insurance 
und successfully brings its own 
= agency forces tn hear against 
fforts which are being made to 


osen the 
uretvship 


shackles of monoply in 
underwriting, those who 
are discriminated against will be 
forced to seek relief through federal 
hannels. 
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RATES 

ARLY in March the 

Robert E. Dineen, 
perintendent of Insurance of the 
State of New York, conducted one 
of the most searching hearings on the 
subject of compensation insurance 
rates and rate making that has ever 
taken place in the history of compen- 
sation insurance. His factual in- 
quiry covers not only the ramifica- 
tions of the new rate programs which 
are the subject of disagreement on 
the part of the members of the Com- 
pensation Insurance Rating Board of 
New York, but it goes into the minu- 
test detail as to the make-up of the 
rates, rating plans and rating meth- 
ods now in use in that state. Particu- 
larly searching inquiry is being made 
into the validity and adequacy of the 
data underlying the rates now in use 
with considerable emphasis being 
placed on the data heretofore sub- 
mitted to support the gradation of 
certain administrative costs and ac- 


Honorable 
the new Su- 
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quisition loadings as between small 
and large risks. Superintendent Di- 
neen is not only getting his bear- 
ings but he is raising his sights to 
the future. He stated he is anxious 
to know where these various plans 
and their numerous refinements are 
leading us. 


There is a remarkable interest in 
insurance rates and rate making these 
days. The National Association of 
Insurance Commissioners is giving 
greater and more thorough attention 
to the subject than ever before, rate 
reductions are being demanded and 
secured in a number of states, rate- 
regulatory laws are being introduced 
and passed with considerable ease in 
jurisdictions where such regulation 
has rarely been a legislative issue, as 
in New Jersey. The insurance anti- 
trust issue and the Bailey-Van Nuys 
bill in Congress have given impetus 
to this interest but it would seem too, 
that some of the newer insurance 
commissioners are of a lively, inquir- 
ing turn of mind. 


In Congress much emphasis is laid 
by both sides on the welfare of little 
and big business risks. Some of the 
Congressional opponents of the Bail- 
ey-Van Nuys bill hold that the ex- 
emption of the insurance companies 
from the anti-monopoly laws results 
in unfairly discriminatory treatment 
of the small buyer of insurance in the 
matter of rates as compared with the 
big risks. On the other hand, insur- 
ance interests supporting the bill con- 
tend that the cooperation of insur- 
ance companies in rate making, 
coupled with state rating laws, actu- 
ally protect the small buyer from dis- 
criminatory treatment, as he cannot 
be protected under a system of wide- 
open competition which would take 
place if the Sherman Anti-Trust law 
is enforced against insurance compan- 
ies. Such enforcement, it is argued, 
would make it impossible for com- 
panies to cooperate in the develop- 
ment of experience and the making 
and promulgation of uniform rates. 


Superintendent Dineen was very 
much interested in whether the small 
compensation insurance risk in New 
York was being unfairly treated by 
reason of the fact that under the 
present graduated rating program he 
pays proportionately more for com- 
pany administration, pay-roll audit- 
ing, and acquisition than does the 
large risk. His first interest was 
whether the legislature by a recent 
amendment made it possible to ap- 
prove a discrimination of this kind 
providing it was supported by ade- 
quate, statistical information,and _sec- 
ondly, he wants to know whether the 
discrimination now in effect, if per- 


missible under the law, is a fair one 
which can be supported with depend- 
able experience data. 


The hearing developed a volumin- 
ous record. We are not going to 
hazard any prediction as to the con- 
clusions which will be reached by Mr. 
Dineen. To the stocks, however, it 
is a foregone conclusion that the 
small risk will continue to pay rela- 
tively higher rates. One of its prin- 
cipal spokesmen emphasized _ this, 
when he said: 


“T think it is inevitable that this is go- 
ing to add to the many difficulties that 
small businesses find themselves under 
now in competing with big businesses, 
but I’d like to point out that if there 
were anything in the statute, and there 
is nothing, which could be construed as 
giving the power or imposing upon you 
the duty to take that into consideration 
in rates, it wouldn’t be a drop in the 
bucket in removing the difficulties of the 
small risk. If we had average rates for 
all industry (and I think that would have 
to apply to losses as well as to the ex- 
penses; it seems to me the same argu- 
ment would apply as well to one way as 
to the other) that still wouldn’t do any- 
thing to put small business on a proper 
competitive basis with big business, be- 
cause there are so many other similar 
competitive factors working against 
small business. I simply wish to point 
out that when and if the time ever comes 
when small business must be subsidized 
in order to survive against larger com- 
petitors, that ought to be done by a sub- 
sidy law for that purpose and not by 
distortion of the law regulating the es- 
tablishment of rates.” 


Thus, it would seem that small 
business cannot look to stock insur- 
ance for sympathetic interest in its 
battle for survival. While the pres- 
ent and pending graded expense plans 
do not actually percentage-wise in- 
crease the expense loading imposed 
on the small risk—unquestionably an 
attempt in this direction later on is 
inevitable. How soon may depend 
on the conclusions reached by Mr. 
Dineen as the result of his inquiry. 


ANOTHER ITEM OF 
BABSONIA 


Wie are we to suppose Mr. ° 


Roger Babson has in mind 
now? Some months ago this veteran 
in the ranks of those who offer their 
services in the field of financial ad- 
vice turned out a piece advocating 
the purchase of insurance stocks. In 
order to bolster up his recommenda- 
tion he took occasion to take a crack 
at mutual insurance and implied it 
was inferior protection not suitable 
for any businessman who wanted 
“super security.” 

His effort was not logical and cer- 
tainly not convincing. It met with 
immediate and vigorous challenge 
from many sources because, it seemed 
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clear,.there was a little “bias” be- 
hind it all. 


This incident is brought to mind 
by a recent item to the effect that the 
Babson interests have been trying to 
obtain control of a capital stock in- 
surance company, which, by the way, 
the adviser intimates has not been 
run to suit many of its stockholders. 


Perhaps this is not a matter of 
large interest, but for whatever atten- 
tion it may be worth we quote the 
following from the National Under- 
writer of March 9: 

“Stockholders of Northeastern re- 
elected directors at a 12-hour annual 
meeting Tuesday. The votes for re-elec- 
tion numbered more than 139,000 against 
84,712 for Roger Babson’s opposition 
slate. Leonard Spandenberg of New 
York and several assistants represented 
Babson, absent because of poor health, 
and contested every move during the 


ay. 

“Efforts to get access to the complete 
list of present stockholders were de- 
feated, with the vote approximating that 
for directors. 

“Proxy counting took 10% hours, the 
management getting those of 1,798 stock- 
holders with 139,217 shares, Babson 
those of 918 with 84,687 shares. 

“Babson supporters opposed the proxy 
committee report on several grounds, 
sought to see the stockholders list, urged 
declaration of a ‘contested election’ and 
moved adjournment for 60 days, losing 
on all counts.” 


PAPER SALVAGE DRIVE 
HE Salvage Division of the War 
Production Board which is pres- 

ently engaged in a wastepaper drive 
has appealed to the insurance indus- 
try to dig out now every ounce of 
available wastepaper and dispose of 
it. 

The paper shortage is very real. 
Unless adequate supplies of waste- 
paper can be moved to the mills, the 
curtailed paper and paperboard pro- 
duction will seriously retard the war 
program and will have even more 
serious effects upon civilian uses of 
paper. 

Paper has gone to war by the hun- 
dreds of thousands of tons, with no 
small part of it represented in the 
form of containers for foods, blood 
plasma, medicines and supplies for 
hospitals. Demand for paper is reach- 
ing unheard of tonnages after two 
years of war. American inventive 
genius has produced bomb bands of 
paper, shell cases of paper, and am- 
munition chests, practice bombs, and 
camouflage, all manufactured from 
paper. 

It takes 25 tons of blueprint paper 
to build one big battleship. More 
than 700,000 different kinds of items 
are shipped to the Army, paper 
wrapped or boxed. Each 500-lb. bomb 
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requires twelve pounds of paper in 

the form of rings (bands), tops and 

bottoms. Each 75 m.m. shell takes 

1.8 pounds of paperboard for its pro- 

tective container. 

It takes 52 pounds of paper to pro- 
tect an army hospital ambulance for 
overseas shipment. 

These vital needs for paper must 
be satisfied, which means that the na- 
tion’s insurance companies must do 
more than their part. 

Companies are being asked to dis- 
pose of books, magazines, newspa- 
pers, records, wrappings, cartons, 
advertising literature and_ bulletins. 
They are being asked to ferret out 
every last scrap of paper to go into 
the paper salvage drive. 

Whatever method is in use today 
in the average insurance company, 
there are four immediate and addi- 
tional steps that should be taken to 
accelerate at once the wastepaper 
collection : 

1. Appoint and hold responsible some 
member of the insurance company 
personnel to head and correlate the 
paper salvage program. 

. Take immediate steps to scrap old 


records by using the microfilm proc- 
ess. 


Publicize the wastepaper drive with 
bulletins or posters in every depart- 
ment, with short talks and appeals to 
staff personnel. 


. Set up a system of wastepaper col- 
lection with every possible source of 
wastepaper checked at regular inter- 
vals, 

No part of the war effort is more 
essential than the wastepaper drive. 
The insurance companies of America 
must shoulder their share of this job 
—today. 

e® @ ® 


CENTURY OLD INSURANCE 
COMPANIES 


full century is a tidy iength of 

time for an insurance company 
to exist. High honor is to be paid to 
successive generations of management 
under which an institution of such 
age has survived the hazards of its 
earlier days, withstood periods of de- 
pression, and emerged in 1944 a hun- 
dred years old and sound as a vig- 
orous oak. 


A number of companies reach. that 
high estate this year, including the 
Cumberland Mutual Fire Insurance 
Company, Bridegton, New Jersey; 
Eliot & Kittery Mutual Fire Insur- 
ance Company, Kittery, Maine; 
Farmers Mutual Insurance Company 
in the County of Lancaster, Eliza- 
bethtown, Pennsylvania; Hillsboro 
Mutual Fire Assurance Association, 
Branchville, New Jersey; Mercer 
County Mutual Fire Insurance Com- 
pany, Pennington, New Jersey; Mu- 
tual Insurance Company of Frederick 
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County, Frederick, Maryland; and 
the Northern Mutual Insurance Com- 
pany of Lancaster County, Ephrata, 
Pennsylvania. 

Capital stock company partisans 
are invited to note that the above 
companies are all mutual. They are 
in the proud company of sixty-three 
other mutuals in the test of reliable 
old timers. United States capital 
stock companies a century old num- 
ber twenty-four. 

eee 


CHAMBER MEETING 
POSTPONED 


fem 1944 annual meeting of the 
Chamber of Commerce of the 
United States, scheduled for May 3, 
4, and 5, in New York City has been 
postponed at the direction of the 
Chamber’s board of directors. Con- 
sideration as yet has not been given 
to a future date. 

The postponement was announced 
on March 30 by Eric A. Johnston, 
president of the Chamber, who in a 
statement said: 

“America’s every effort, individual 
and collective, must be centered on 
winning the war. Naturally, every 
organization, whatever segment of 
the national economy it may repre- 
sent, regards its own affairs as of the 
utmost importance. But, in the pres- 
ent national crisis each must yield 
where the common purpose is served. 

“Therefore, although the Chamber 
of Commerce of the United States 
maintains that free, frank and open 
discussion of current problems is 
necessary in time of war, as in time 
of peace, it is willing in the public 
interest to relinquish its annual meet- 
ing as a forum. It offers this as its 
further contribution to the war effort. 

“The United States Chamber has 
never before missed a yearly meeting 
in the thirty-two years of its exist- 
ence. Only the urgency of war is 
now allowed to interfere. A program 
for this year has been in the making, 
but the mounting demands of the war 
effort have made it more evident as 
those plans went forward that post- 
ponement should be given serious at- 
tention. Finally, at a meeting of the 
Chamber’s board of directors on 
March 24 and 25, the question was 
placed with a committee of the board 
for recommendation. That recom- 
mendation has now been made and a 
decision reached to postpone the 
meeting. 

“Much of the Chamber’s necessary 
business is transacted at its annual 
meetings. To meet by-law require- 
ments, business which necessarily 
must be carried on at the time fixed 
for this year’s meeting will be con- 
ducted by mail.” 
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Looking Ahea 


By W. H. RODDA* 


CHEDULED air lines have al- 
most eliminated the loss of use- 
ful time in traveling from place 

to place within the United States. 
Prior to Pearl Harbor air-line pas- 
sengers were able to go from New 
York to San Francisco by overnight 
flights with little loss of business time 
enroute. Shorter trips between prac- 
tically all major cities of this country 
could be made after business hours in 
the evening or overnight. Air trans- 
port had become an accepted fact 
wherever people found it necessary to 
conserve time in traveling. In addi- 
tion, confirmed air travelers agree 
that the airplane is customarily the 
most comfortable transportation me- 
dium. Restrictions in air-line opera- 
tions, as a result of wartime necessi- 
ties, have caused these facilities to 
be reserved almost entirely for mem- 
bers of the armed forces and people 
on wartime business. However, the 
prediction can be made safely that 
the close of the war will see the 
scheduled air lines rapidly expanding 
and carrying much more traffic than 
ever before. 


Discussion of future air-line traffic 
assumes that the airplane will secure 
a large proportion of the travel busi- 
ness now handled by the railroads in 
Pullman cars. It is undoubtedly true 
that much of the Pullman travel will 
transfer to the air lines as soon as 
air-line space is again easily avail- 
able. Many potential air travelers 
are using Pullman space today be- 
cause air-line space is subject to pri- 
ority. The passenger load factor on 
the air lines is well over 90% on most 
routes. This means that the air lines 
are carrying between 90% and 100% 
of their total available capacity. The 
result is that the non-priority passen- 
ger is very likely to find himself dis- 
placed by a priority passenger even 
before he starts his trip, or at any 
intermediate stop. Even high prior- 
ity passengers are occasionally re- 
moved to make way for important 
war freight. 

Even if we recognize that a certain 
volume of Pullman travel will trans- 
fer to the air lines, there are two fac- 

*W. H. Rodda is secretary of the Mutual Air- 
craft Conference, the safety and rating organiza- 


tion of mutual fire insurance companies in the 
field of aircraft hull insurance. 
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d at Scheduled A\ir Lines 


The Problem of Providing Insurance Services to 
Scheduled Airlines Poses Many Serious Difficulties 


Photo by Acme 


A fleet of fourteen hundred airliners, such as those pictured above, 
could handle most of the Pullman traffic. 


tors which will minimize this trans- 
fer and at the same time allow the 
air lines to expand greatly in their 
postwar operations. The first of 
these factors is the strenuous effort 
which several of the more wide 
awake railroads will make to retain 
the business they, have corralled dur- 
ing the wartime boom in travel. The 
newer type and easier-riding Pullman 
cars attached to modern smoothly- 
operating locomotives can provide a 
train ride that bears little compari- 
son to a trip such as one experiences 
today in the old-time cars which have 
been pulled out of retirement to meet 
wartime demands. Roller bearings, 
lower centers of gravity and better 
cushioning of track noise and shock 
will all contribute to a train ride not 
far different from sitting in one’s 
own living room. The railroads can 
also do much in the elimination of 
curves and improvement of roadbeds 
to provide a more comfortable and 
easier ride. Increased speed will also 
be available on trains with the in- 
creased use of locomotives which do 
not need to be changed every couple 
of hundred miles. Diesel and elec- 
tric locomotives are now used on runs 


many times the length of those pos- 
sible with the old-time reciprocating 
steam locomotives. These improve- 
ments in running time will result in 
the material shortening of trips 
which now require somewhat more 
than an overnight ride. It is antici- 
pated that the trip from Chicago to 
New York may be shortened so as 
to permit a full business day in Chi- 
cago. With present schedules it is 
necessary to leave Chicago in the 
middle of the afternoon in order to 
reach New York by the opening of 
business the next morning. It must 
be recognized that the use or loss of 
business time is frequently a deter- 
mining factor in a choice of transpor- 
tation method. A four-hour airplane 
trip starting at six o'clock in the eve- 
ning many times is preferable to an 
overnight train trip starting at three- 
thirty in the afternoon, because of the 
extra business hours permitted by the 
plane trip. Alert railroad men are 
aware of these facts and will make 
strenuous efforts to retain the inter- 
city traffic which can be handled on 
overnight trips. 
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HE second factor to be consid- 

ered in future expansion of the 
air lines is that much of the air-line 
travel will be new travel that will not 
be drawn from that previously han- 
died by other means. A glance at the 
history of the automobile will serve 
to indicate the effect that a new 
method of transportation can have. 
Only a part of today’s automobile 
and bus travel was taken from the 
railroads. Overall travel today is 
many times what it was when the 
automobile was introduced. The au- 
tomobile encouraged a tremendous 
amount of additional travel and the 
sane results may be anticipated from 
the extension of the air lines. People 
who previously were not able to take 
trips to distant places because of the 
time involved will be able to do so 
by airplane. A good example of this 
type of trip might be the one from 
New York or Baltimore to: Bermuda. 
Prior to the establishment of airplane 
service to Bermuda, it took several 
days for the round trip between New 
York and Bermuda. The minimum 
time for a worthwhile trip might have 
been considered one week and many 
people did not consider the trip 
worthwhile unless they had a_ full 
two weeks. The trip from New York 
to Bermuda by airplane consumes but 
a few hours and in the post war days 
may be considered a good week-end 
jaunt. Certainly, when the trip is 
made by airplane the vacationer will 
have a full week in Bermuda, and 
such a vacation trip of one week 
would be considered very much 
worthwhile. This example could be 
multiplied many times to include 
trips to vacation spots previously be- 
lieved entirely inaccessible in the va- 
cation time of the normal working 
person. While this article is not ex- 
ploring foreign travel possibilities, it 
is conceivable that within a few years 
after the war Americans will be 
spending their two-weeks vacation in 
Europe. 


All kinds of statistics have been 
presented and a galaxy of predictions 
have been made concerning the ex- 
pansion which may be expected in 
air-line business in the years follow- 
ing the end of the war. We make no 
attempt to evaluate these predictions 
except to say that those indicating a 
four-times expansion appear to be 
reasonable and conservative. In 1941, 
which is the last year of normal air- 
line operation, there were 350 trans- 
port planes in use by the scheduled air 
lines in the United States. They were 
in need of considerable additional 
equipment to take care of normal ex- 
pansion, but the equipment was not 
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available because of our defense 
preparations. <A fleet of 1,400 air- 
liners at the end of three to five years 
of peace seems to be entirely within 
reason. Such a fleet could come close 
to handling the railroad traffic nor- 
mally going by Pullman accommoda- 
tions. Under pre-war methods of 
operation it is likely that a fleet of 
planes 25% higher than this would 
be necessary, but the air lines have 
learned much under the necessities of 
war. The planes are now being op- 
erated much more efficiently and 
with less time in the shops than was 
necessary with pre-war methods. 
These economies may be expected to 
continue and will give the traveling 
public the benefit of more efficient 
operation and eventually lower costs. 


There is naturally much specula- 
tion regarding the type of airplane 
which will be used for transport use. 
Enthusiasts like to predict that there 
will be a multitude of flying giants 
carrying anywhere from 100 to 300 
passengers on flights half-way around 
the world. It is possible that such 
airplanes will be built at some time 
in the future and that their operation 
may become economical. Experience 
of the Air Transport Command, how- 
ever, in handling passengers and car- 
go to all parts of the world for mili- 
tary reasons serves to support what 
many aviation experts already con- 
tended, namely, that a medium-sized 
airplane is the most efficient and most 
satisfactory for all-around operations. 


Photo by Acme 
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When the facts can be told the world 
will be amazed at the accomplish- 
ments of the “Work Horse of the 
Air.” This name has been applied to 
the twin-motor twenty-one passenger 
low-winged monoplane so popular in 
air transport use in the years imme- 
diately preceding the war. This plane 
can land and take off from fields of 
moderate size and carries a high pay 
load for 600 to 700 miles. It is the 
prediction of many aviation experts 
that the bulk of air travel in the years 
immediately following the war will 
be by airplanes of comparable size 
and type to this 21-passenger twin- 
motored ship. There will be other 
planes of larger size for special pur- 
poses but they will probably be in 
the minority, both as to number of 
total ships and as to the amount of 
traffic carried. 


The ship just described is powered 
by twin engines of about 1,200 h.p. 
each, carries 21 passengers plus bag- 
gage and some cargo, has a cruising 
speed of 180 miles per hour and can 
operate at altitudes up to 11,000 or 
12,000 teet. These altitudes, of 
course, are about the top limit of 
service without, a super - charged 
cabin or oxygen for the passengers. 
Just prior to the war there was also 
in operation a four-motored — ship 
which was capable of carrying about 
35 passengers. This ship had a super- 
charged cabin so that it could operate 
up to altitudes of 17,000 or 18,000 
feet. Its cruising speed was in ex- 
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Airline competition spurred the railroads to offer speedier transportation 
by means of streamlined trains. 
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cess of 200 miles per hour. This ship 
was used primarily for transconti- 
nental operation and its scheduled 
time between New York and Los 
Angeles was considerably shorter 
than that of the smaller ships. It is 
likely that ships of these two classes 
will take care of almost, if not quite 
all of the domestic air-line traffic in 
the United States for many years 
after the war. 
ee @ @® 


HERE are sound economic rea- 
sons why the larger ships are not 
likely to be used for domestic traffic 
where intermediate airports are rea- 
sonably easy to attain. The top eco- 


mic speed at the present time 1s 


le in excess of 200 miles 
\When the speed is raised 

int comparable with the 300 
mile per hour bombers and 

se by the Army, the cost 

ra on a commercial basis 
“very rapidly. 


It must be re- 
mbered that air lines will prosper 

i expand only as their cost of op- 
is kept at an efficient level. 

ther factor which must be con- 
idered is that the operating cost in-' 
eases very rapidly as the length of 
on-stop flights is increased. Most 


hops of from 500 to 1,000 miles. This 
means that non-stop flights from 
New York to Chicago can be made 
efficiently but non-stop flights from 
New York to San Francisco would 
not be practical. It is quite likely 
that the postwar transcontinental 
planes will make at least two and 
probably three intermediate stops be- 
tween the Atlantic and Pacific Coast. 
One of these stops will be in line 
with the Mississippi River at such 
locations as Chicago and Memphis. 
The second stop might be in line with 
Kansas City or Dallas and the third 
in line with Salt Lake City and Al- 
buquerque. Such stops would not 
interfere with passenger comfort 
and would permit the picking up of 
« certain number of intermediate pas- 
sengers. It is unlikely that there will 
be sufficient Coast-to-Coast travel to 
justify full loads of New York to 
San Francisco passengers for many 
years, even if economical non-stop 
operations at such distances were 
possible. 

It is interesting to note, however, 
the possibilities which may be at- 
tained at some time in the future as 
indicated by the military planes which 
are now in successful operation. The 
Flying Fortress, which is a four- 
engined heavy bomber, has a speed of 
about 300 miles per hour and carries 
a bomb load of 6,000 pounds. A 
bomb load of 6,000 pounds might be 


JourRNAL or AMERICAN INSURANCE 


compared to thirty passengers who 
with their baggage would weigh 200 
pounds apiece. After considering the 
fact that rather heavy armament is 
carried and that a bomber has a crew 
of from nine to eleven men, it might 
be assumed that a comparable trans- 
port plane could carry from 40 to 45 
passengers with a crew of five or six 
people. However, the tactical radius 
of operation of the Flying Fortress is 
only about 700 miles, and this indi- 
cates again that hops of extreme dis- 
tance are not practical even under 
the spur of military necessity. 


The Liberator bomber is a similar 
ship with four 1,200 h.p. engines and 
it also carries a bomb load of about 
6,000 pounds and a crew of from 
nine to eleven men. Its tactical rad- 
ius of operation is about 50 miles 
longer than that of the Flying Fort- 
ress. 


The Mitchell and Marauder med- 
ium bombers are twin-engined ships 
more nearly comparable to the famil- 
iar twin-engined transport of the air 
lines. These planes have a speed of 
about 300 miles per hour and carry 
a bomb load of 2,000 pounds. Their 
tactical radius of operation, however, 
is only from 350 to 400 miles. 


It can be seen from this compari- 
son of military planes that future 
years may see transport planes car- 
rying fifty or more passengers at a 
speed of 350 miles per hour. It is 
likely, however, that such planes will 
be used primarily for over-ocean 
travel and will not be a major factor 
in connection with domestic air trans- 
portation. 


N important factor in the develop- 
ment of air travel will be the 

cost of the service. By far the ma- 
jority of travel in this country is by 
low-cost coach or bus where the cost 
is about 14 cents per mile or less. 
Pullman travel, of course, costs in 
the neighborhood of 4 cents or 4% 
cents per mile when the cost of the 
Pullman accommodations is added to 
the railroad fare. Air-line fares for 
several years past have been in the 
vicinity of 6 cents and 6% cents per 
mile. For the business man to whom 
time is valuable the difference be- 
tween 414 cents per mile and 6% 
cents per mile may easily be offset by 
the value of the time saved. This 
would be particularly true if the cost 
of meals were taken into account on 
a transcontinental journey. It is 
customary for the domestic air lines 
to provide free meals and this is a 
service of considerable value when 
making comparisons with a train trip 


that might require the purchase of 
from five to seven meals enroute. 


It is believed by most travel ex- 
perts that the air lines cannot hope 
to acquire any considerable amount 
of the common travel until the cost 
per mile is materially reduced from 
the present 6 cents per mile. Air- 
line officials are not particularly op- 
timistic regarding the possibility of 
reducing these costs below 4 cents per 
mile within several years following 
the war. This means, therefore, that 
the air lines must depend upon busi- 
ness travel and so-called luxury travel 
for most of their business as long as 
their operations are upon the same 
economic scale as they are at the 
present time. In the future there may 
be two classes of air-line . service 
comparable to the two classes of rail- 
road service now provided. —Ultra- 
fast air-line transportation in large 
planes might be provided for. long- 
distance hops at a higher cost than 
that in the smaller and moderate sized 
planes. Such a development would 
permit those who have need or desire 
for extreme speed and comfort to 
travel in the latest model high-speed 
transport planes. The people whose 
needs were slightly less in the way of 
speed, or whose journeys were of 
such length that they could be trav- 
eled after business hours in the eve- 
ning, might make use of a somewhat 
less expensive service but one that 
would be just as satisfying for their 
particular requirement. 


There is much confusion regarding 
the development likely in the feeder 
line and subsidiary services. The ex- 
isting air lines naturally are attempt- 
ing to secure the feeder services for 
themselves as an adjunct to their 
longer routes. This development in 
most cases is taking the form of in- 
termediate stops at the smaller cities. 
This method has the advantage that 
the smaller city has a direct connec- 
tion on a long distance and perhaps 
transcontinental route. It has the 
disadvantage that only a few planes 
per day make the stop. 


On the other hand there are would- 
be operators who are attempting to 
secure permission for the establish- 
ment of feeder and shuttle lines 
which would connect the smaller 
cities with the large city air terminals. 
Such a service would have the ad- 
vantage of more frequent service 
from the smaller cities, but would 
have the disadvantage that a traveler 
would have to shuttle to a major air- 
port in order to get a transcontinental 
plane. The writer hazards the guess 
that actual developments will be a 
combination of these two methods, 
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depending upon what the aeronautics 
authorities consider to be most eff- 
cient and feasible in a particular ter- 
ritory. 

e @ ® 


SIGNIFICANT development 
A within recent months has been 
an apparent attitude on the part of 
the Civil Aeronautics Board to en- 
courage the expansion of the smaller 
or moderate sized air lines. There is 
some difference of opinion as to 
whether additional transcontinental 
lines should be established but those 
without any personal interest in any 
particular air line are generally 
agreed that additional competition in 
transcontinental lines will probably 
benefit the traveling public and in the 
end also benefit the scheduled air line 
business as a whole. 

We cannot pass the question of 
feeder air lines without saying a 
word regarding the pick-up services 
for mail and express which have 
proved successful. An air line op- 
erating in several of the Eastern 
States has maintained regular pick- 
up and drop mail service for several 
years for a number of the smaller 
communities. In performing this 
service the airplane does not land but 
drops the mail off and picks up the 
mail while in flight. An ingenious 
trailing hook arrangement is used to 
pick up the mail bag which is on a 
cable stretched between two poles. 
As soon as additional equipment is 
available, this type of service will un- 
doubtedly be extended, particularly 
in the closely populated section of the 
East. It is also likely that helicopters 
or other small planes -will be used. to 
an increasing extent for the handling 
of mail between the smaller cities and 
perhaps for the carrying of mail be- 
tween major airports and city post 
offices. An autogyro was used for 
several months to carry mail between 
the Camden, New Jersey airport and 
the Philadelphia, Pennsylvania post 
office prior to the time that the Phil- 
adelphia airport was ready for use. 
It is to be anticipated that there will 
be a greatly expanded air mail service 
and it is entirely possible that all 
first-class mail will go by air within 
a few years after peace arrives. 

_ There are important indications 
lor the insurance business in this ex- 
pected expansion of scheduled air 
lines. In 1941, which.was the peak 
year for aviation premiums, the 
scheduled air lines accounted for 
something over three million dollars 
in aviation premiums. More than 


$1,300,000 of this was for aircraft 
hull insurance and over $1,500,000 
on passenger liability risks. The bal- 
ance was distributed between public 
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liability, property damage and other 
miscellaneous risks. A four-times ex- 
pansion of scheduled air-line business 
would seem to indicate that insurance 
premiums from this source would 
amount to at least $12,000,000 an- 
nually. Considering the strong com- 
petition to which such insurance is 
subject, it is not likely that any one 
company or any one group of com- 
panies would be able to control such 
a volume of business. Many com- 
panies will be competing energetically 
for a part of the insurance on the 
scheduled air lines and undoubtedly 
a large segment of the insurance 
world will be able to participate in 
the premiums and provide the service 
which will be necessary. 

The problems of providing insur- 
ance service to scheduled air lines are 
considerable. Not the least of these 
difficulties is that of capacity. The 
twin - motored 21 - passenger planes 
now in common use cost in the vicin- 
ity of $120,000 when new. A mod- 
erately-sized group of companies 
would be able to take care of this 
amount of liability without much 
trouble. It must be noted, of course, 
that where crash coverage is pro- 
vided that a total loss must be ex- 
pected in the case of all serious 
crashes. Underwriters must also an- 
ticipate the possibility of a fire or 
other catastrophe involving a hangar 
where several of these planes might 
be housed. In such a case it can be 
seen that the possibility of loss, even 
with these smaller planes. might run 
well up toward a million dollars. 

The four-motored plane in use just 
prior to the war for domestic trans- 
port service is reported to have cost 
more than $250,000 for each plane. 
The problem of capacity is immedi- 
ately doubled by the cost of this plane 
and the securing of capacity for a 
hangar fire involving several such 
ships becomes serious for even a 
large-sized group of companies. 


HE problem of providing com- 

plete hull coverage on one or 
more of the projected million dollar 
giants of the air is even more serious 
and will cause considerable worry be- 
fore it is handled to the satisfaction 
of both insurance companies and air 
lines. It may be necessary to take 
extreme precautions to see that not 
more than one of these large ships 
can possibly be damaged by a single 
catastrophe. 

The problem of providing proper 
liability coverage, particularly for 
passenger liability, is equally trouble- 
some. It has become customary for 
the air lines to carry passenger lia- 
bility insurance in the amount of 






$50,000 per passenger seat in a plane. 
It is obvious that the total possible 
liability required for a 21-passenger 
plane thereby exceeds one million 
dollars. This, of course, has to be 
added to the workmen’s compensa- 
tion insurance which would be car- 
ried upon the members of the crew in 
the same plane. There are few cas- 
ualty companies that would care to 
risk well over a million dollars in a 
single aircraft loss. Here again the 
question of catastrophe cover be- 
comes one for a group of companies 
and not something that can be han- 
dled by any individual insurance com- 
pany. 

Looking ahead at the future of 
scheduled air lines in the United 
States we can see that they will bring 
many pleasures and comforts for 
those who travel for business pur- 
poses or for personal reasons. The 
effect of the scheduled air lines will 
be felt not only by those who travel 
upon them, but by everyone having 
contact with transportation and travel. 
Increased speed of mail will be im- 
portant to business and bring added 
pleasure to those who correspond for 
social and personal reasons. It can 
be said that the general effect of the 
scheduled air lines upon life in the 
United States will be that of increas- 
ing still further the high standard of 
living to which Americans have be- 
come accustomed. 


These improvements will not come 
without difficulties and headaches. 
The air lines will have their trying 
times in meeting competition and in 
providing the type of service which 
the public will demand. Other seg- 
ments of business serving the air 
lines, such as the insurance business, 
will also find new and difficult ques- 
tions resulting from air-line opera- 
tions. Careful but aggressive han- 
dling of these problems will bring a 
benefit not only to the air lines as 
policyholders of the insurance com- 
panies, but will also bring added bene- 
fit to the insurance companies them- 
selves as a result of a service well- 
rendered. A considerable part of 
this service on the part of the insur- 
ance companies will need to be the 
same type of safety work which the 
insurance companies provide for 
other parts of industry. This safety 
work will result in fewer accidents, 
fewer injuries and fewer deaths. The 
future in scheduled air-line operation 
offers a tremendous challenge to 
everyone who has any contact with it 
and the insurance industry will find 
itself well repaid for an aggressive 
and wide-awake handling of the in- 
surance problem of this growing 
business. 
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Restraint of Trade Charged in Ohio Case 


iLL 


HE activities of stock fire in- 
surance companies and the Ohio 
Inspection Bureau, so far as 

they restrain trade, “should be looked 

into by the proper authorities and 
proper action taken,” according to an 
opinion rendered by Judge Frederick 

T. Walther of Cuyahoga County in 

the case of Burt v. City of Cleveland. 

The Ohio Insurance Department is 

reported to be studying the record 

and the opinion to learn whether the 
state insurance laws have been vio- 
lated. 


taxpayer's suit Charles D. 


a stock agency employee, ac 


In a 
Burt, 
cused the board of the Cleveland tran- 
sit system of discriminating against 
stock companies by awarding a $109,- 
082.59 contract to the Firemen’s Mu 
tual Insurance Company of Provi 
dence, Rhode Island. 

The transit system was taken over 
by the City of Cleveland in 1943, and 
thereby became subject to a require 
ment of the Ohio law that bids be 
requested for insurance on municipal 
property. Bids were called for on two 
(1) flat rate blanket, no co- 
insurance and (2) blanket with co- 
insurance. Firemen’s, the only mu- 
tual to submit a bid, bid on both 
bases. Eighteen stock companies 
submitted identical bids on a flat rate, 
no comsurance and the suit 
charged that the bidding was not 
competitive because a bid on a flat 
rate blanket without coinsur- 
ance was required and stock compan- 
ies, under Ohio law, were not author- 
ized to issue blanket coverage policies 


bases: 


basis, 


basis 


except on a coinsurance basis. 

In rejecting this contention the 
court pointed out that .the Ohio In- 
spection Bureau had been formed by 
119 stock companies in compliance 
with the requirement of the Ohio law 
that every fire insurer maintain or be 
a member of a rating bureau. It 
went on to say: 

“The statute permitted more than one 
rating bureau, but the stock 
companies saw fit to associate them- 
selves together in the Ohio Inspection 
Bureau. 


so-called 


“The bids which were called for by 
the specifications for bids, called for a 
certain kind of insurance which the 
members of the Ohio Inspection Bureau 
did not write, and they saw fit not to 
write all of the insurance called for by 
these specifications both voluntarily and 
through regulations promulgated by the 
Ohio Inspection Bureau. 
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“There is nothing in the evidence that 
would prohibit the authority of the stock 
insurance companies from writing insur- 
ance as called for by the bids. If a 
company had authority to write the kind 
of insurance called for by the specifica- 
tions for bids, it had the right to refuse 
to make a bid on those specifications. 
But no company had the right to agree 
with another company or companies— 
whether you call it a rating bureau or 
inspection bureau or call it anything else 

no company had the right to combine 
or to agree with any other company or 
companies that it or they would not bid. 
Although this was apparently done pur- 
suant to legislation enacted by the legis- 
lature of the State of Ohio, the legisla- 
ture of this state could not give legality 
or sanctity to any combination which 
would result in a restraint of trade. The 
writing of fire insurance is a trade. 

“These stock insurance companies vol- 
untarily became members of an organ- 
ization which was known as the Ohio In- 
spection Bureau, and so far as the Ohio 
Inspection Bureau and its members did 
not countenance the writing of the kind 
of policy or policies called for by these 
specifications, it did result in a restraint 
of trade, and was clearly a violation of 
the law in that regard. 

“While it is not directly involved in 
this lawsuit, yet I cannot resist the 
temptation to make the observation that 
the conduct of the agreeing companies 
and the Ohio Inspection Bureau so far 
as it did restrain trade should be looked 
into by the proper authorities and proper 
action taken pursuant thereto. 

“If certain insurance companies saw 
fit not to bid, that was a matter for them 
to determine. But merely because they 
had entered into an agreement the effect 
of which would be that they would not 
bid, does not in any manner mean that 
they were forecloséd from bidding. 


“The City Transit System had the 
right to call for any kind of insurance 
in its specifications that it desired. There 
were insurance companies who were au- 
thorized and permitted to bid on the 
kind of insurance called for by these 
specifications and I therefore hold that 
the specifications did provide for com- 
petitive bidding. 


“In the event a complaining insurance 
company which claims that it could not 
bid because of its membership in the 
Ohio Inspection Bureau desired to qual- 
ify itself so that it could bid, it had from 
the 24th of February until the 16th of 
April, a period of about seven and one- 
half weeks, to withdraw its membership 
from the Ohio Inspection Bureau and 
become a member of a different inspec- 
tion bureau, .. .” 


BJECTION was also raised by 
the petition to the purchase of 
mutual insurance by the City of 
Cleveland on the ground that, by 


l 
Ohio law, the contingent liability 
provision in the policy created a lien 
on the transit company property. In 
answer to this the court called atten- 
tion to Section 6 of the Ohio Consti- 
tution of 1912, which specifically per- 
mits insurance of public property in 
mutual insurance companies, and to 
the fact that at the time this con- 
stitution was adopted there was on the 
statute books a law requiring mutual 
companies to fix the contingent lia- 
bility of members in their by-laws 
and policies. The court therefore 
said that the framers of the constitu- 
tion must be presumed to have had 
the contingent liability requirement 
in mind when making specific provi- 
sion for mutual insurance of public 
property, and such constitutional 
provision obviated the effectiveness 
of any laws in conflict therewith. 


It was also claimed that the deposit 
of $109,982.59 with Firemen’s Mu- 
tual, called for by the contract, made 
such company an unlawful depositary 
of public funds. In answer to this 
the court said: 


“The Firemen’s Mutual Insurance 
Company did not act as a depositary. It 
fixed the premium at $109,982.59 and 
that was the cost of the insurance. But 
it also said, ‘in the event we find later 
that the insurance only cost a certain 
amount, then the difference between the 
actual cost and the amount which we 
referred to as premium would be re- 
turned to the insured as a so-called div- 
idend.’ 


“Therefore, the court holds that the 
payment of the premium of $109,982.59 
by the transit board to the Firemen’s 
Mutual Insurance Company was not the 
kind of deposit of public funds which is 
contended for by the plaintiff in this 
case; and the court also finds that the 
payment of the premium was not un- 
lawful.” 


Other contentions of illegality were 
likewise rejected by the court, which 
remarked in conclusion: 


“The petition in this case was filed on 
May 11, 1943. Today is March 9, 1944, 
a period of exactly two days less than 
ten months after the filing of the peti- 
tion. Up to this time the record in this 
case fails to show that there was any 
temporary injunction either granted or 
asked for. During that period of time 
the city enjoyed so-called insurance cov- 
erage. If there had been a fire loss to 
the extent that the city carried insur- 
ance it was protected. I do not care to 
make any further observations in that 
regard.” 


The plaintiff excepted to the dis- 
missal of the petition and has since 
filed an appeal. 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period from March 1, 1944 Through March 31, 1944 








93, INDUSTRIAL MEDICINE CONFERENCE. The second 
"War Conference" of industrial physicians, indus- 
trial hygienists and industrial nurses will be held 
in St. Louis, Missouri, May 8-14 at the Hotel Jeffer- 
son. The participating organizations are American 
Association of Industrial Physicians and Surgeons, 
American Industrial Hygiene Association, National 
Conference of Governmental Industrial Hygienists, 
and American Association of Industrial Nurses. Med- 
ical subjects to be presented include welding, in 
relation to clinical aspects and control of haz- 
ards; noise, as to medical phases and means of pre- 
vention; better health in small plants; maladjust- 
ment and job environment and other timely questions. 
The industrial hygienists will examine the health 
hazards presented by the new synthetic rubber in- 
dustry; radium; solvents; the toxicology of TNT; 
the possibilities of excessive silica dust hazards 
from the extensive quartz crystal industry; tech- 
niques of air sampling in specific reference to the 
collection of cutting oil mists and of lead fumes; 
and hazards of exposure to cadmium. The industrial 
nurses will consider post-war planning for nurses 
and medical services in industry; nursing ethics in 
industrial work; problems in industrial health and 
its promotion; and wartime industrial health. 


94, NORTHWESTERN. The appointment of Carl Schrei- 
ber as manager of the Northwestern Mutual Fire As- 
sociation, Southern California Department in Los 
Angeles, has been announced by J. D. Fletcher, vice 
president and western division manager for the com- 
pany. Mr. Schreiber joined Northwestern in 1918 
and served the company in various capacities until 
1943 when he was made assistant manager of the South- 
ern California Department. Also announced was the 
promotion of W. H. Crisman, former manager of the 
Seattle sales department to manager of the com- 
pany's Washington department. Mr. Crisman became 
associated with Northwestern in 1928 and was named 
manager of the Seattle sales office in 1940. 


95, DECEASED. Julian Lucas, president of the New 
York brokerage firm of Davis, Dorland & Company. 
died in New York City on March 8 after a prolonged 
illness. He was 72 years old. A past president of 
the National Association of Insurance Brokers, Mr. 
Lucas was recognized as an outstanding authority or 
standard fire insurance policies.: Mr. Lucas was 
one of the recipients of the annual gold medal awards 
of the General Brokers Association of the Metropoli- 
tan District, Incorporated. 


96, WAR DAMAGE CORPORATION. Howard J. Klossner, 
former vice president of the War Damage Corpora- 
tion, has been elected to the presidency by the 
Corporation's board of directors. He succeeds W. 
L. Clayton who resigned to become Surplus Property 
Administrator. Charles T. Fisher, Jr. was elected 
vice president of W.D.C. He has been a director of 
the corporation and is a director of the R.F.C. and 
of its other subsidiaries. 


97, PUBLIC PROPERTY. In dismissing a taxpayer's 
suit to compel the City Transit Board to cancel 
$109,000 insurance on the city transit system in 
the Firemen's Mutual Insurance Company, Judge Fred- 
erick P. Walther in Common Pleas Court at Cleveland 
took the occasion to make various charges against 
stock fire insurance companies. In his decision 
Judge Walther held that the Board "acted fearlessly 
and courageously" in purchasing mutual insurance. 
Charging that stock companies were acting to re- 
strain competition the court urged an investigation 
into their practices - especially with reference to 
the Ohio Inspection Bureau which testimony showed 
was an organization of 100 stock companies banded 
together to restrain trade. While the Bureau is 
supposed to establish rates, it was revealed during 


the court proceedings, it adopts the rates of the 
major companies. J. Roth Crabbe, Ohio Superintend- 
ent of Insurance, states that "if necessary" an in- 
vestigation of the practices of stock fire insurance 
companies will be held as the result of testimony 
presented in the case. The suit was brought by 
Charles D. Burt, a stock agency employee, who 
charged the City Transit Board with rigging speci- 
fications, thereby preventing competitive bidding. 


98, WAR DAMAGE. Jesse Jones, Secretary of Commerce 
has just announced that in consideration of premi- 
ums heretofore collected, War Damage Corporation 
will extend automatically for a period of twelve 
months from their respective expiration dates all 
War Damage policies duly in force March 31, 1944, 
without any additional premium or other charge. No 
action is required of the insured or the policy- 
holder to keep the insurance in force for this ex- 
tended period. New and additional insurance that 
may be written effective on and after April 1, 1944, 
will be at the presently established rates and pre- 
miums. This action was taken with the approval of 
the President, and also with the unanimous approval 
of representatives of the insurance companies par- 
ticipating in the program. 


99. VIRGINIA FIRE POLICY. A bill establishing the 
1943 New York Standard Fire Insurance policy as 
the standard fire insurance contract of Virginia 
has passed both houses of the legislature and has 
been signed by the governor. The Virginia policy 
follows the New York policy language without change 
and its use becomes mandatory in Virginia on July 
1, 1944. The new contract replaces the New York 
form of 1918 which heretofore had been the statutory 
policy in Virginia. 


100. BABSON. 


An effort by a group of minority 
stockholders, headed by Roger W. Babson, to gain 
control of the management of the Northeastern In- 


surance Company of Hartford, Connecticut has 
failed. At the organization's recent annual meet- 
ing the present directors were re-elected by 139,- 
700 proxy votes against 87,400 for the six candi- 
dates nominated by the Babson interests. 


101, COURT DECISION. The Tennessee Supreme Court 
has ruled that when a stolen car is recovered minus 
tires and tubes, and OPA refuses to authorize re- 
placements, that the insurer must pay the owner the 
difference between the appraised value of the car 
before and after the theft. The opinion which sus- 
tained a previous ruling by the Court of Appeals was 
handed down in a case involving Service Fire Insur- 
ance Company and Joe B. Weems of Dickson, Tennessee. 
Service Fire had offered to pay Weems $181.50, rep- 
resenting the cost of four tires and four tubes at 
ceiling prices plus an allowance for wheels and rims 
but the Supreme Court awarded him $727, represent- 
ing the difference between appraised value before 
and following recovery of the automobile. 


102, AUTO FLEET FORMULA. At a meeting held during 
the week of March 6 a formula for writing automobile 
fleet business was agreed upon by the Illinois in- 
surance department and the companies interested in 
the line. Considerable modification of manual rates 
is permitted under the plan, which is expected to go 
into effect April 15. Most companies can, observers 
say, get about the same deviation under the new plan 
as under equity rating. The brokers have indicated 
they will oppose the plan. 


103, FIRE RATE STATISTICS. Ina preliminary report 
to the legislature, Superintendent Dineen states 
that by the end of the war the New York Insurance 
Department will be ready, "it is hoped" with a plan 
which will remedy the defects in the present statis- 
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tics for fire insurance rating and which will "en- 
able full compliance with the standards established 
by law in connection with rate-making." He stated 
further that "there is a lack of proper statistical 
information and that the rating methods used are 
unsupported by adequate statistical experience. 
Unfortunately, the exigencies of the war have made 
it practically impossible to remedy the defects in 
the statistical plan." 


104, FINANCIAL RESPONSIBILITY LAW. The Virginia 
legislature has passed an automobile financial re- 
sponsibility bill which requires a driver involved 
in an accident to show proof that he carries $10,0C0 
bodily injury and $1,000 property damage: coverage 
before he can operate his car again. If he does 
not carry insurance he must post cash or a surety 
bond to insure satisfaction of judgment. Drivers 
are permitted to inspect police reports on accidents 
in which they are involved and to make copies. The 
bi carries a $100,000 appropriation needed to 
the law into operation on January 1, 1945. 


_N. A.I.A. The annual meeting of the National 
iation of Insurance Agents will be held at the 
Schroeder, Milwaukee, Wisconsin, October 


RE-ELECTION. Commissioner William A. 
Washington has announced his intention 
to run for re-election. He has held office since 
January 1933 and his present term will expire next 


ERSEY RATING BILL. Governor Edge of New 
signed a bill which gives the New Jersey 

: Department the right to regulate insur- 
tes and to license rating bureaus in the 
The measure was requested by Commissioner 

ho designed it in such a way as to stand 
nst an adverse decision of the U. S. Supreme 
in the South-Eastern Underwriters Association 
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.F.P.A. Richard E. Vernor, manager of the 

preventi on department. of the Western Actuarial 

J icago, has been nominated as president 
National Fire Protection Association. Mr. 

has served as vice president for the past 

r. Other nominations include C. C. Johnson, 

ident of the American District Telegraph, New 

and Earl O. Shreve, vice president of Gen- 

Electric, Schenectady, for vice presidents, 
Gorge W. Elliott, general secretary of the Phil- 
lphia Chamber of Commerce, chairman of the board. 

annual meeting of the association will be held 

, 8-1l at the Benjamin Franklin Hotel, Philadel- 
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109. SWIS. Charles F. J. Harrington, president of 
the National Association of Insurance Commission- 
ers has announced the appointment of Arnold C. 
Renner, chairman of the N.F.P.A. fire marshal's sec- 
tion and Commissioner James M. McCormick of Ten- 
nessee, chairman of the fire prevention committee 
of the N.A.I.C., to the National Directors Commit- 
tee of the State War Inspection Service. 


110, FIRE LOSS. Fire losses in the United States 
during February totaled $38,280,000 - an increase 
of $5,105,000 or 15% above the figure reported for 
the same month last year - according to preliminary 
estimates of the National Board of Fire Underwrit- 
ers. Although the February loss exceeded that 
reported for the same month in 1943, it was 1% less 
than that reported in January of this year. 


111, TEXAS FIRE POLICY. The Texas Board of Insur- 
ance Commissioners has announced some slight changes 
in the new Texas Standard Fire Policy, which was 
approved on January 17. The changes made were pri- 
marily for legal clarification. The optional ef- 
fective date has been changed from May 1 to June l. 


112, WAR BOARD. Two civilians have been appointed 
by General George C. Marshall, chief of staff, to 
the advisory board on accident prevention of the 
under-secretary of war. They are H. W. Heinrich, 
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assistant superintendent of the Travelers engineer- 
ing and inspection division, and Percy Bugbee, gen- 
eral manager of the National Fire Protection Associ- 
ation. The board analyzes war department fire and 
accident prevention and reports quarterly to the 
under-secretary of war on fire and accident trends. 


113. INSURANCE COUNSEL. The annual convention of 
the International Association of Insurance Counsel 
will be held at the Edgewater Beach Hotel in Chi- 
cago, Sept. 7-9. These dates immediately precede 
the convention of the Insurance Section of the 
American Bar Association which opens in Chicago, 
Monday, September 11. P. H. Eager, Jr., Jackson, 
Mississippi, is president of the association. 


114, NAVY INSURANCE DEPARTMENT. Lieutenant Joseph 
A. Edwards has been appointed an assistant chief of 
the insurance division, Office of Procurement and 
Materiel, Navy Department, Washington. He was for- 
merly special risk underwriter for Travelers, New 
York, and went to Washington in 1941 as a civilian 
specialist in the insurance division, Navy Bureau 
of Yards and Docks. In addition to his duties as 
assistant chief of the division, Lieutenant Edwards 
also will serve as casualty insurance specialist. 


115. NEW COMPANY. The General Casualty & Surety 
Company is being formed in Atlanta, Georgia. This 
new stock company has started with a capital of 
$250,000 and a surplus of $150,000. The carrier is 
to be a wholly owned subsidiary of General Securi- 
ties Corp., Atlanta, whose president is Josiah Rose, 
former collector of internal revenue for Georgia. 
No stock of the new company is being offered to the 
public. 


116. ACCIDENT PREVENTION. A study committee made 
up of all classes of carriers has been created in 
Michigan to study a proposal advanced by Insurance 
Commissioner Forbes that an organization be set 
up to obtain unified results in such fields as that 
of accident and prevention. The committee, of 
which W. C. Searl, Auto-Owners, Lansing, is tem- 
porary chairman, met in Detroit on March 29. At 
this meeting it was decided to appoint a subcon- 
mittee for drafting purposes, this subcommittee 
to meet and submit a report to the full study com- 
mittee. Chairman Searl indicated that the per- 
sonnel of the subcommittee would be named shortly. 


117. HOSPITAL GROUPS. Eligibility of non-profit 
hospital service corporations for exemption from 
requirements of the Illinois Insurance Code is de- 


.pendent on compliance with all the conditions set 


forth in the Non-Profit Hospital Service Act, ac- 
cording to a joint bulletin recently released by 
‘State Insurance Director, Paul F. Jones and Rodney 
H. Brandon, Director of Public Service. The condi- 
tions to which these non-profit hospital service 
groups must comply, as set forth in the bulletin, 
are that they shall have contracts with hospitals 
approved by the Department of Public Welfare; con- 
tracts between hospital service corporations and 
hospitals must be in writing, setting forth the 
terms of the agreement; payments for hospital serv- 
ices shall be made only to hospitals (the bulletin 
specifically states that payments for hospital 
services may not be made to individuals as men- 
bers); and that hospital service corporations may 
solicit membership only in communities where they 
have written contracts with one or more hospitals 
approved by the Department of Welfare. Failure of 
hospital service corporations to observe all these 
requirements shall make them ineligible for ex- 
emption from the insurance code. 


118, MISSOURI RATE CASE. A three-judge federal 
court has overruled a motion filed by Superintend- 
ent Edward E. Scheufler of Missouri to turn over 
to his department more than $8,000,000 impounded 
in the Missouri fire rate case for distribution to 
policyholders. The federal court will retain su- 
pervision of the distribution. In deciding to 
retain control of the impounded funds, the special 
court criticized the conduct of the plaintiff in- 
surance companies in prolonging the litigation. 
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"The court would be justified in taxing as costs 
against the plaintiffs the entire expense of main- 
taining the impounded funds and thereafter the ex- 
pense of distribution" the court declared. There 
is about $300,000 on hand in the fund which repre- 
sents interest earned by the fund while in the 
custodian's hands, and this will be used to take 
care of disbursement expense. If the distribution 
cost exceeds that amount, it will be charged 
against the insurers. The court has ruled on the 
interest to be paid by the companies for the time 
they held the funds. Payment of the interest will 
relieve the companies from any further liability 
under the court's decrees with respect to interest 
or earnings. The court also has entered an order 
refunding the companies approximately $200,000 in 
réturn premium credits, the payment to be made by 
the custodian as soon as he has received the full 
interest payments from all companies. 


119, FARM POLICY. The adoption of a standard fire 
policy, which is the result of several months' work 
by a special committee, has been announced by the 
Farm Underwriters' Association. Efforts will be 
made to have the new policy uniform for all states. 
The three-fourths value clause in Kentucky, how- 
ever, will necessitate a separate form for that 
state. The policy will be applicable to each state 
on the date of approval by the insurance commis- 
sioner. 


120. UNITED MUTUAL. At a board of directors' meet- 
ing of the United Mutual Fire Insurance Company 
held in Boston, Massachusetts on February 2l, E. 
N. Harriman was advanced from secretary to vice 
president of the company. To succeed Mr. Harriman 
as secretary the board of directors elected Lewis 
0. Barrows, and Richard D. Clancy was made assist- 
ant secretary. 


121, RULING. The Michigan attorney general's de- 
partment has ruled that the driver of a vehicle 
owned by the federal government, whether or not he 
is acting within the scope of his employment, is 
personally liable for damages resulting from his 
negligence in the operation of the vehicle. 


122, MISSISSIPPI COMPENSATION. A proposed work- 
men's compensation law for Mississippi modeled 
after the Arkansas law has been indefinitely post- 
poned by the state senate by a vote of 25 to 23, 
thus apparently killing all hopes for passage of 
the measure this session. Determined efforts have 
been made to enact a compensation law in Missis- 
sippi for many years without success. It is the 
only state without such a law. 


123. DECEASED. Samuel D. McComb, manager of the 
Marine Office of America, died unexpectedly on 
March 17, at New York Hospital of a heart attack 
at the age of 63. He was president of S. D. McComb 
and Company and also of U. S. Protection and In- 
demnity Agency. 


124, AUTO THEFTS. According to the Federal Bureau 
of Investigation, there was an 11.5% increase in 
automobile thefts in 318 large cities of the United 
States in 1943. This is 5.5% over the pre-war av- 
erage. The increase in value per offense was 6.7%. 
In the 318 cities there was an average of 243.6 
thefts daily, October and December being the worst 
months with over 304 a day. In 57 cities with 
over 100,000 population the value of the automo- 
biles stolen is set at $22,419,161, 95.8% being 
recovered. On an average day in the United States 
in 1943 there were 514.4 automobile thefts or 21.4 
per hour. The total automobile thefts in the United 
States in 1943 is estimated to be 181,751 compared 
with 167,625 in 1942 or a 12% increase. 


125, U. S. CHAMBER. The annual meeting of the United 
States Chamber of Commerce which was to have been 
held at the Waldorf-Astoria, New York City, May 3-6, 
has been postponed indefinitely at the direction of 
the Chamber's board of directors. No announcement 
has been made as to when the meeting will be held. 


126, KENTUCKY FIRE MARSHALL. Clyde Smith of Bar- 
bourville, Kentucky is slated for state fire mar- 
shal to succeed Shelton Saufley, Jr., of Richmond, 
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Kentucky who resigned. Smith, a former state leg- 
islator, was secretary to the state legislative 
council, and secretary to Lieutenant Governor 
Tuggle this year. W. M. Rice, Winchester, has been 
named deputy fire marshal. 


127. AMERICAN MUTUAL. At the annual directors’ , 
meeting of the American Mutual Liability Insurance 
Company held recently in Boston, A. S. Johnson was 
made assistant vice president, E. J. Norris was 
elected resident vice president at Philadelphia, 
and C. Richard Parsons was made resident vice pres- 
ident at Chicago. 


128. ANTI-SEPARATION BILL. A bill prohibiting the 
practice of separation by insurance companies has 
been passed by the Kentucky legislature. The bill 
is similar to the one which was enacted in Indiana 
a few years ago. An amendment specifying that the 
legislation does not apply to mutual companies was 
incorporated in the bill before final passage. 


129, UNAUTHORIZED INSURANCE. The New Jersey leg- 
islature, at the suggestion of Commissioner Eugene 
E. Agger, has amended a bill prohibiting companies 
from writing business in states where they are not 
licensed so that the companies' principal objec- 
tions are removed. It now would prohibit only the 
solicitation of business, either in person or by 
mail or advertising. It would not subject a com- 
pany to penalties for insuring risks coming to it 
incidentally from a state where it was not li- 
censed, such as part of a fleet, or the property of 
a person who moved to such a state. 


130, MICHIGAN MUTUAL. E. W. Bidigare of the Mich- 
igan Mutual Liability Company has been appointed 
assistant secretary in charge of compensation: un- 
derwriting. Also advanced to chief underwriter 
of the automobile underwriting department was 
Glenn Hines. 


131, POLICY REVISION. A revised comprehensive per- 
sonal liability insurance program for New York 
State is being considered by committees represent- 
ing the Mutual Casualty Insurance Rating Bureau 
and the National Bureau of Casualty and Surety 
Underwriters. It is expected that the new pro- 
gram, which has been under consideration for some 
time, will soon be ready for submission to the 
membership of the two organizations. It repre- 
sents a substantial improvement over that now in 
effect and should prove attractive from both a cov- 
erage and a rate standpoint to the insuring public. 
While the changes currently are being considered 
with respect to New York State only they are ex- 
pected to be put into effect on a countrywide ba- 
sis. Adoption of the program by the various states 
would be subject to the approval of the supervisory 
authorities. 


132. LOUISIANA DEPARTMENT. Wade 0. Martin, Jr., 
Baton Rouge attorney, will assume the office of 
secretary of state and ex officig insurance com- 
missioner of Louisiana sometime in May. Mr. Martin 
succeeds J. A. Gremillion whom he led in the Jan- 
uary democratic primary. Mr. Gremillion withdrew 
from the race and Mr. Martin was declared nominee. 


133, ACCOUNTING CONFERENCE. The twenty-third annual 
conference of the Insurance Accounting and Statis- 
tical Association will be held at the Fontenelle 
Hotel, Omaha, Nebraska, April 19-21. At the gen- 
eral session which will open the Conference, speak- 
ers will be C. C. Fraizer, Director of Insurance for 
Nebraska; W. M. Jeffers, president, Union Pacific 
Railroad; V. J. Skutt, vice president, United Ben- 
efit Life; and L. E. Wilkens, executive vice pres- 
ident, Kansas City Fire and Marine, president of 
the Association. Speakers at the Fire Section on 
April 21, which will be presided over by A. David 
Thomas of the Lumbermens Mutual Insurance Company 
of Mansfield, Ohio, will be Richard D. Greenwald, 
assistant statistician, Central Manufacturers Mu- 
tual Insurance Company; B. E. Beeson, assistant 
statistician, Grain Dealers National Mutual Fire 
Insurance Company; C. G. Churchill, treasurer, 
Lumber Mutual Fire Insurance Company; and Leland 
Starry, Inter-Ocean Reinsurance Company. 
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134, ARMY LOSS ADJUSTMENTS. The War Department an- 
nounces that it has retained the services of the 
Fire Companies' Adjustment Bureau, Inc., the West- 
ern Inspection and Adjustment Company, and the 
Underwriters Adjusting Company on a cost basis, to 
perform loss and salvage services in the event of 
loss or damage to property of the Government in 
possession of contractors. The services of the 
adjusting firms, on a nation-wide basis, became 
effective March 15. 


135, C.A.B. INSURANCE REPORT. The Civil Aeronau- 
tics Board in releasing a study of aviation insur- 
ance, which it said did not purport to be exhaus- 
tive, declared that it had been unable to deter- 
mine whether premiums paid for aviation insurance 
are "fair and reasonable" and suggested the desig- 
nation of a single Federal agency to collect addi- 
tional information. The board reported that prof- 
its of the underwriting business had been high dur- 
ing the periods covered by its inquiry but added 
that "there were factors which, when taken into 
account, make a final judgment impossible at this 
time. Consequently, it is believed, that con- 
tinued observation of the aviation insurance mar- 
ket is in order to ascertain whether that market 
is adjusting its rates as rapidly and as fully as 
is reasonably possible, in relation to the progress 
made in the reduction of aviation hazards, and is 
otherwise accommodating itself to the development 
of aviation." The report asserted also that the 
absence of competition among the three leading 
groups (of insurers) as to non-airline competition 
is clearly evident. Premium rates and the extent 
and type of coverage in the non-airline categories 
either are fixed by agreement among the three 
groups (which dominate the market) or under the 
auspices of the Board of Aviation Underwriters. 
The board added that there is no evidence of any 
agreements between the underwriters as to airline 
premium rates and practices but "there is lacking 
affirmative evidence of competition." 


136, DECEASED. John Evans, president of the Iowa 
Mutual Tornado, secretary of the Farmers Mutual 
Reinsurance, and a director of the Allied Mutual 
Casualty of Des Moines, died recently at his home 
in Grinnell from a hea:t attack. He was 78 years 
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old. He was a past president of the Iowa Associa- 
tion of Mutual Insurance Asscciations. 


137. FLORIDA DEPARTMENT. C. J. McCann, actuary of 
the Florida Insurance Department since 1919, has 
been advanced to deputy commissioner. He replaces 
Robert W. Davis, who has entered the navy. Hugh 
Christie, who has been in charge of agents quali- 
fications, will be assistant deputy commissioner. 


138, CROP INSURANCE. The House appropriations 
committee in reporting the agricultural department 
appropriation bill for the fiscal year beginning 
July 1 next, turned down a budget recommendation 
for more than $5,000,000 for reviving and contin- 
uing the federal crop insurance program. An ap- 
propriation of $100,000 was recommended by the 
committee, however, to complete liquidation of the 
program, which it was stated, would not be con- 
pleted before July 1. Several bills are now pend- 
ing in Congress seeking to restore the federal crop 
insurance measure. 


139, 150th ANNIVERSARY. The Baltimore Equitable 
Society of Baltimore, Maryland is this year cele- 
brating its 150th anniversary. Organized in 1794, 
it is Maryland's oldest corporation; Maryland's 
first fire insurance society, and the fourth old- 
est in the nation - older than Baltimore city it- 
self. For a century and a half the Society has 
weathered wars, depressions and financial panics 
and today is stronger than at any time in its his- 
tory. In the great Baltimore fire of 1904 the 
Society paid 445 claims totaling $1,916,200.75 - 
the largest contribution of any insurance company 
involved in the conflagration. 


140, OKLAHOMA COMPENSATION. Announced by Gov- 
ernor Kerr of Oklahoma, effective July 1, 1944 is 
a 13.6% reduction in the average manual rate of 
workmen's compensation insurance in the state. 
The new rates are expected to bring an estimated 
saving of more than $1,000,000 annually to Okla- 
homa industry. Taken in conjunction with a previ- 
ous reduction of 6.6% made last year and the elin- 
ination of overtime bonus wages from premium con- 
putations, the reductions since last July, the 
Governor estimated, amount to between 30 and 40%. 
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AGENTS — NAIA committee chairmen 
10; Illinois brokers 24; 
33,105; licensing of auto dealers 39,65; 
Ohio reaffiliation 55; mutual agents 
6S; West Virginia licensing 80. 


COMMISSIONERS — association 4,31,50, 
109; Florida 85,137; Kentucky 47; Lou- 
isiana 132; Maine 19; Mississippi 56; 
New Jersey 84; New York 38,103; Utah 
73; Washington 106. 


change 2; Atlanta anti-trust 34; lic- 
ensing of auto dealers 39; Oklahoma 


premium tax 41; licensing of State 54; Mutual Fire 


Farm Mutual 42; Michigan financial 
responsibility 60; Missouri anti-trust 
70,118; Cleveland public property 97; 
automobile theft 101, 

DEATHS — MeCotter 17; Davis 27; Wil- 
liams 45; Baker 76; Lucas 95; McComb 
123; Evans 136. 

EDUCATION — Whitney fellowship 23; 
University of Wisconsin 36. 


Wisconsin 


tual Fire 


FEDERAL AGENCIES — 48-hour work 
week 5; Atlanta anti-trust 34; War 
Damage 14,69,96,98; A.S.T.P. 52; S.W. 
1.8. 109; War Board 112; Navy Insur- 
ance Department 114; Army loss ad- 
jJustment 134; CAB insurance report 


ons 


25; Millers National 
Fire Waste Council 71; Continental 
Casualty 72; Assn. 
Surety Executives 86; American Indus- 
trial Hygiene Assn. 93; International 
Assn. of Insurance Counsel 113; Insur- 
ance Accounting and Statistical Con- 


FIRE LOSSES — 1943 fire loss 26; Fire 
Waste Contest 28; fire prevention week 
35; January fire loss 78; February fire 
loss 110. 


LEGISLATION — anti-trust 24; fire rate 


investigation 30,66; Virginia Financial ference 133. 


responsibility 104; New Jersey Rating 
meeting date Bill 107; Mississippi Workmen’s Com- 
pensation 122; Kentucky anti-separa- 
tion 128; New Jersey unauthorized in- 
surance 129; crop insurance 138, 


MISCELLANEOUS — Century-old 
tals 77; 1943 auto thefts 124; Kentucky 


Fire Marshal 126; Babson 100, 


127; Michigan Mu- 


NEW COMPANIES — Pilgrim Mutual 

13; Food Industries Federation of Mu- 
Insurance Companies 75; 
Lansing Employers’ 
General Casualty and Surety Co. 115. 


ORGANIZATIONS — CPCU Society 1; 
U.S. Aviation Underwriters 3; National 
Council on Compensation Ins. 6; Amer- 
ican Management Assn. 16; U.S. Cham- 
ber of Commerce 18,21,48,125; National 

135. Safety Council 22; Employers Casualty 


POLICY FORMS — New Hampshire fire 
policy 7; Alabama fire policy 9; air- 
craft hull 11; Tennessee fire policy 15; 
Iowa fire policy 20; Texas fire policy 
29,82,111; Georgia fire policy 40; South 
Carolina fire policy 43; Florida fire 

mu- policy 51; liability policies 63; New 

Mexico fire policy 64; Colorado fire pol- 

icy 74; Vermont fire policy 83; Arkan- 

sas fire policy SS; Indiana fire policy 


MUTUAL EXECUTIVES — Mutual Boiler 91; time extension 93; Virginia fire 
COURTS — Beaumont Insurance Ex- 32; Northwestern 44,94; Lowell Mutual 
46; Fidelity Mutual 49; Preferred Mu- 
tual 53; Michigan Farm Excess of Loss 
of N.E. 58; Boston 
Manufacturers S87; Michigan Millers 90; 
Mutuals 
American Mutual 
tual 130; Baltimore Equitable 139. 


policy 99; Standard Farm Policy 119; 
Personal liability policy revision 131. 


RATES — W.C. graded expense 8; fire 

rate investigation 30,66; Virginia fire 

92; United 120: S1; Illinois auto fleet formula 102; 
Oklahoma compensation 140. 


SOCIAL SECURITY — U.S. Chamber con- 
ference 18. 


STATE RULINGS — Ohio retaliatory 
opinion 37; cold storage lockers 61; 
stop-loss policies 67; Massachusetts 
HOLC — SCA _ 89; IHinois hospital 
group 117; liability of federal owned 
autos 121. 


Underwriters 79; 


TRAFFIC — Indiana safety responsibil- 
ity law 12; Michigan financial respon- 
sibility 60,116; Virginia financial re- 
sponsibility 104, 

57; NFPA 62,108; WAR DAMAGE — payment of claims 14; 
cancellation of coverage 69; corpora- 
tion officers 96; free renewals 98. 


WORKMEN’S COMPENSATION — indus- 
trial accidents 59; Stop-loss Policies 67; 
disabled workers 86; Oklahoma rate 
reduction 140, 


of Casualty and 
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The complexities of insurance requirements of modern industry have encouraged 
discussion of multiple line operations. 


The Responsibility of 


American Insurance 


BY CHARLES F. J. HARRINGTON* 


PRESIDENT, NATIONAL ASSOCIATION OF INSURANCE 


COMMISSIONERS AND 


COMMISSIONER OF 


INsuR- 


ANCE, STATE OF MASSACHUSETTS 


am proud of the accomplish- 

ments of this great business 

which was founded for the pur- 
pose of protecting the home and fam- 
ily by accumulating assets from the 
income of the present to meet the un- 
certainties, casualties and_ liabilities 
of the future. The billions of dol- 
lars, which annually flow into the 
hands of the beneficiaries of various 
insurance policies, bear eloquent 
testimony to the marvelous success of 
this business in meeting its respon- 
sibilities. Millions of our citizens 
are dependent upon your business for 
wages, salaries and commissions. Our 
Government and its various subdivi- 
sions collect millions of dollars an- 
nually in taxation. Until quite re- 
cently, our business has asked noth- 
ing of our Government, but has given 
much. One of the responsibilities of 


_.An_ address before the annual meeting of the 
Fire U nderwriters Association of the Pacific, San 
Francisco, California, March 9, 1944, 


American insurance is to conduct its 
business independent of Government 
subsidy. If the insurance business 
seeks or accepts Government subsidy, 
Government control to protect that 
subsidy will surely follow. 

You are all familiar with the at- 
tempts of the Department of Justice 
to impose upon the business of in- 
surance some form of Federal reg- 
ulation and I know you all share with 
me the fervent hope that our Su- 
preme Court will uphold the princi- 
ples set forth in the case of Paul v. 
Virginia, upon which rests the right 
of the State to regulate this great 
business of yours. A decision of the 
Supreme Court upholding State su- 
pervision imposes on you and me a 
common responsibility to make sure 
that the insurance business is con- 
ducted in accordance with State laws. 

Our Governor Saltonstall, speak- 
ing before the Insurance Federation 
of New York, last December, admir- 
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ably expresses what I am trying to 
say to you, as follows: 

“It is your responsibility as agents 
and executives of insurance compan- 
ies to see to it, if you want the states 
to continue regulation of your busi- 
ness, that you abide by such laws and 
regulations; that you work to im- 
prove those laws and regulations for 
the greater safety and security of the 
people whom you serve, and who are 
policyholders in your companies. 


“If you seek to place yourselves 
above state regulations; if you seek 
to play one state against another ; if 
you discourage improvements 
through legal controversy; if you 
lobby legislators against passing just 
laws, and nullify state regulations, 
then the alternative is National reg- 
ulation. National regulation of in- 
surance companies, as compared with 
all regulation that has been handled 
better by governments closer to the 
people whom they serve, will have all 
the attendant difficulties that we have 
seen arise in the last few years. But 
our people will demand such regula- 
tion if the insurance companies do 
not support in spirit and in fact reg- 
ulation by the states. And if inves- 
tigations are proposed, I know that 
you especially want your affairs to be 
an open book and to bring to justice 
offenders, if any there be. 

“The proper objectives of any gov- 
ernmental control over insurance 
companies are few, clear, and simple: 
solvency, fair practices and rates, and 
adequate service. I have every con- 
fidence that the states can continue 
to provide that protection. As long 
as they do, I say let them stay on the 
job.” 


The Governor, while a strong ad- 
vocate of States’ rights, is consistent 
in his advocacy of States’ responsi- 
bilities. I wish you could have read 
his entire speech. It is such a mas- 
terpiece of clear, constructive think- 
ing. 

Some thirty years ago, the Nation- 
al Association of Insurance Commis- 
sioners commenced a discussion rela- 
tive to the restrictions on underwrit- 
ing powers found in the laws of the 
several States. I have never be- 
lieved in restricting the writing of 
desirable insurance protection. I 
have frequently complained about the 
inability of insurance companies to 
furnish desirable insurance protection, 
free from gaps. The Statutes are 
frequently responsible for inadequate 
policies. The present restrictions on 
underwriting powers are being care- 
fully studied by a committee of the 
industry authorized by the National 
Association of Insurance Commis- 
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sioners. We have no pre-conceived 
notions as to how far we should pro- 
ceed with the amendment of existing 
laws, or when amendments should 
take effect. We have permitted the 
industry itself to suggest to us how 
far it is willing to go. Every pro- 
gressive insurance man and Insur- 
Commissioner will concur with 
the following statement of Alfred M. 
Best—"To meet changing business 
conditions, coverages must be broad- 
ened and, where possible, simplified. 
This is difficult because of the myriad 

now in effect in the various 


Ss st = 


ance 


ther change that should, and 

ly will, come about is the re- 
the insurance code to per- 

ne corporation (if possessing 
ate capital and surplus) to 
all classes of business except 
Nearly all of the company 
ups are now active in both the fire 
he Ity fields, through sep- 
-orporations. It would simplify 
and reduce expenses if this 
ould be effected, and policy- 

rs would be benefited if the ex- 
ely large surplus funds of the 
urance companies were consol- 


those of the casualty and 


ination or amendment of 


laws, hampering the rea- 

and proper development of 
modern insurance protection, 1s a re- 
sponsibility to be shared by legislat- 


ors, Insurance Commissioners and 
those engaged in the insurance busi- 
When legal impediments to 
the development of broad coverages 
have been removed, the responsibility 
to provide adequate insurance protec- 
tion to meet the needs of the Ameri- 
can people rests on the executives of 
insurance companies. 


ness. 


Your Insurance Brokers’ Society 
of Southern California, through its 
President, Gordon T. Campbell, has 
endorsed the activities of the Insur- 
ance Commissioners’ Association and 
the insurance industry in its efforts 
to make possible the modernization 
and broadening of coverages. There 
is little important resistance to this 
program. There is no consistent re- 
sponsible criticism of our efforts. 
Many progressive insurance execu- 
tives and “deep students of the busi- 
ness have stated that the present re- 
strictive laws have outlived their 
usefulness.” As an Insurance super- 
visor, I have been obliged to refuse 
to approve desirable forms of pro- 
tection consistent with good under- 
writing practice because of the re- 
strictions in our present laws. 
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I believe it is a mistake to write in- 
surance contracts into the Statute. If 
it is desirable to regulate forms of 
protection made available to the pub- 
lic, it can be done by clothing the In- 
surance Commissioners with discre- 
tionary authority to approve insur- 
ance policies found to be in the pub- 
lic interest. Certain definite, desir- 
able principles may be included in the 
Statute to guide the Insurance Com- 
missioner. This policy has been fol- 
lowed in the life insurance business, 
with the result that it has been pos- 
sible to develop contracts more re- 
sponsive to changing economic con- 
ditions and the resultant require- 
ments of the public. We shall await 
with interest, the recommendations 
of our committee of the industry 
studying the multiple line problem. 


NE of the heaviest responsibili- 

ties of the insurance business 
is the fair, reasonable and equitable 
adjustment of claims. To the ever- 
lasting credit of the modern claim 
man, he has divested himself of the 
narrow and technical point of view 
so often complained of twenty-five 
years ago. You and I can remember 
the days when most liability policies 
were contracts of indemnity and we 
are cognizant of the fact that often 
it was difficult to secure indemnity 
until actual payment ‘of claim for li- 
ability was made by the insured. Em- 
barrassment and financial difficulties 
sometimes confronted policyholders 
before they could justify payment of 
the claim from which they had sought 
to be relieved through insurance. 
With the development of workmen’s 
compensation policies, involving as 

‘ 
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they do direct payments to claimants, 
the contract of indemnity gradually 
was replaced by the direct-payment 
policy; thereby minimizing many of 
the practices conducive to poor pub- 
lic relations. Today, the vast major- 
ity of claims are settled without liti- 
gation. Approximately fifty com- 
panies have affiliated themselves with 
the American Arbitration Associa- 
tion and Accident Claims Tribunal, 
which has performed notable service 
in minimizing litigation between in- 
surance companies and the public, as 
well as in the field of litigation which 
does not involve insurance. A re- 
view of the companies cooperating 
with the American Arbitration As- 
sociation fails to list any Western 
companies. The work of this As- 
sociation was encouraged and ad- 
vanced through the efforts of Louis 
H. Pink, former Superintendent of 
Insurance of New York. The splen- 
did accomplishments of Mr. Pink 
raised him high in the esteem of the 
insurance industry of the nation and 
I have found no difficulty in contin- 
uing to advance some of the activities 
which he conceived in the public in- 
terest. In the interest of good pub- 
lic relations with claimants, who are 
or may be future policyholders of in- 
surance companies against whom the 
claim is made, it would seem desir- 
able for your insurance companies to 
investigate the work of the American 
Arbitration Association and seriously 
consider cooperation in the extension 
of the arbitration program. A sat- 
isfied claimant is the best advertise- 
ment an insurance company can have. 


There are so many difficulties con- 
fronting the insurance business today 
that it would not be possible for me 
to discuss them all. However, be- 
fore closing, there is one problem 
which affects the very foundation 
stone of the insurance business and 
that is an activity on the part of our 
Federal Government to extend the 
Federal Social Security program and 
to include in the administration by 
the Federal Government, control of 
the Workmen’s Compensation Laws 
of the various States. I advocate a 
fair trial of our present Federal So- 
cial Security program, but I caution 
against extending this program at a 
time when we are faced with the 
greatest tax burden any nation has 
ever faced at a time when we do not 
know the ultimate cost of carrying 
this devastating war to a successful 
conclusion. We do not kriow at this 
time how much we should appropri- 
ate for the loving care of those who 
have been wounded and made sick 

‘Continued on Page 24) 
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~ New York Superintendent Issues Preliminary Report 


NNN 


of Insurance Robert E. Dineen 
of New York in his preliminary 


L is disclosed by Superintendent 


report to the legislature covering the: 


calendar year 1943 that the Depart- 
ment has approved six plans where- 
by life companies will be permitted 
to compensate agents on a salary sys- 
tem instead of on a commission basis. 
In discussing this point the Superin- 
tendent declared : 


One of the most interesting devel- 
opments of recent months has been a 
growing awareness on the part of the 
companies for the desirability of re- 
vision in the methods of compensat- 
ing ordinary producers. This aware- 
ness is due in no small part to the 
active study of the problem given by 
the producers themselves. 


The traditional system of recruit- 
ing and compensating new agents in 
the past has largely been on a basis 
of first year commissions, although 
frequently the agent ts allowed ad- 
vances against such commissions 
either by the general agent or the 
company. Under this system the pro- 
duction of the agent requires almost 
immediately a justification of the ad- 
vances received. Comparatively few 
agents have survived under this sys- 
tem, principally because the agent 
must to a large extent finance him- 
self during the training and seasoning 
period normally required to make 
him a good life underwriter. 


Section 213 of the New York In- 
surance Law contains a precise con- 
trol over the specific items of first 
year commissions, renewal commis- 
sions, first year expenses and total 
expenses. Heretofore salaries have 
been considered merely as a substi- 
tute for first year commissions. It 
was to afford some relief in the rig- 
idity of Section 213 that an amend- 
ment was enacted in 1943 allowing 


panacea. The wisdom and economy 
of a salary system must in the final 
analysis rest on the good judgment 
of management in its selection, train- 
ing and regulation of its salaried 
agents. If the turnover of agents 
can be lessened, this would be for the 
ultimate benefit of policyholders and 
at the same time would tend to sta- 
bilize the income of the producing 
force. 


In reviewing the casualty and 
surety insurance picture Superintend- 
ent Dineen pointed out that because 
complete official figures were not yet 
available, it was not possible to give 
a complete survey of the financial op- 
erations of these carriers for the year 
ending December 31, 1943. He con- 
tinued : 


So far as it is possible to judge 
from an inspection of the 1943 quar- 
terly or interim statements required 
to be filed with this Department by 
domestic companies and _ United 
States branches of alien companies, 
the total volume of premiums writ- 
ten for the year will probably show 
a decrease from the previous year’s 
writings. 

New York State stock casualty and 
surety companies, including United 
States branches of alien companies, 
wrote $247,772,542 during the first 
nine months of 1942, and in the cor- 
responding period of 1943 these com- 
panies wrote $234,876,089. The pre- 
miums written by New York State 
mutual casualty companies in the cor- 
responding periods were $24,835,671 
and $23,698,647, respectively. 


The insurance business in the cas- 
ualty and surety field showed an im- 





Stock Companies 
Number of Companies 
Capital 


$131,095,718 


provement in underwriting results 
during 1942 over that of 1941. Pres- 
ent indications are that the results 
for 1943, when complete, will prob- 
ably show an improvement over 1942, 
Such an improvement is attributable, 
in the main, to the continued favor- 
able experience on Workmen’s Com- 
pensation business, an experience pe- 
culiarly incident to the times in whick 
we live, with high payrolls prevail- 
ing, and with injured workers show- 
ing a disinclination to forego their 
high wages for comparatively lesser 
compensation benefits. | However, 
this condition may not be lasting, for 
in the postwar adjustment of indus- 
try, the absorption of workers now 
engaged in war production into nor- 
mal occupations may be a slow proc- 
ess and result in a large volume of 
postwar Workmen’s Compensation 
claims. 


The Federal gasoline and tire ra- 
tioning program also continues to be 
a factor in underwriting results. This 
has resulted in the curtailed use of 
automobiles, and caused many to 
place their cars in dead storage and 
discontinue the insurance. This con- 
dition has resulted in a decline in the 
premium volume on Automobile 
lines, which, with the accompanying 
release in Unearned Premium Re- 
serves, may lend the impression of a 
more favorable underwriting experi- 
ence than actually exists. 


The following comparative table 
will serve to indicate the growth of 
the business of casualty and surety 
companies licensed to transact busi- 
ness in the State of New York: 


1937 " 1932 


78 73 
$113,603,463 


1942 


78 
$120,896,828 





382,452,309 
785,567,598 
285,451,874 


219,244,017 
580,656,905 
218,814,924 


113,394,083 
477,599,008 
296,956,126 


Surplus gh 
Net Premiums Written 
Net Losses Paid 


U. S. Branches of 

Alien Companies 

Number of Companies 10 | oe 9 
Statutory Deposit 7,000,000 6,600,000 5,500,000 
Surplus 53,649,741 36,717,189 20,774,897 
Net Premiums Written 98,000,096 95,438,068 74,930,117 
Net Losses Paid 39,340,049 37,482,067 42,543,464 


salaries as the facts might justify and 
with the approval of the Superintend- 
ent of Insurance to be allocated in 
part against first year expenses and 
in part against renewal expenses. 


Thus, companies are enabled to de- 
velop salary plans but within the 
same overall cost which is still re- 
tained in the law. The Department 
has approved to date six such plans 
of life insurance companies. Of 
course, human nature being what it 
is, a salary system is not in itself a 


Mutual Companies 

Number of Companies 35 
Guaranty Fund 6,350,000 
Surplus 83,422,675 
Net Premiums Written 310,722,851 
Net Losses Paid 129,262,233 


32 
1,946,463 
44,840,343 
179,714,456 
73,605,577 


30 

~ 31,609,297 
73,152,603 
38,186,483 
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IGHLIGHTING the Superin- 

tendent’s summary of fire and 
marine company operations during 
1943 is the fact that fire losses dur- 
ing the year, both in New York State 
and in the rest of the country, were 
at the highest point reached since 
1932. Commenting on this phase of 
the business he said: 


Offsetting ‘these higher _ losses. 
premium volume was the highest it 
has been since 1930. Losses paid 
countrywide by the companies li- 
censed in New York State during 
1943 were about $48,000,000 higher 
than the 1942 figure of $230,000,000. 
Premiums were approximately $41,- 
000,000 higher than the $650,000,000 
of premiums written during 1942. 

Premiums and losses in the State 
of New York follow the same pattern 
as the countrywide figures. Losses 
paid were about $6,000,000 greater 
than during 1942, when $28,500,000 
was paid. Premiums increased ap- 
proximately $5,500,000 over the 1942 
figure of $81,000,000. The ratio of 
losses paid to premiums written dur- 
ing 1943 was slightly under 40%, 
which is also the average ratio of the 
previous five year period. However, 
it should be remembered that there is 
some lag in both the incidence and 
payment of fire insurance losses and 
there is reason to believe that the ra- 
tio of incurred losses to premiums 
earned during 1943 is somewhat 
higher than the above ratio. 

On July 1, 1943, the new simplified 
standard fire policy became manda- 
tory for use by all fire companies li- 
censed in this state. This policy, 
containing 165 lines, as compared 
with the previous policy in use since 
1918, which contained 200 lines, has 
met with general approval from all 
quarters, and several states in addt- 
tion to New York have adopted it. 
Others are expected to follow. 

Litigation of great importance, 
which may conceivably affect the 
present method of operations of the 
fire insurance industry and_ supervi- 
sion of the business of insurance, was 
instituted in 1942. On November 20, 
1942, the Federal Government 
tained an indictment charging the 
South-Eastern Underwriters Associ- 
ation, 196 fire insurance companies 
and certain individuals with violat- 
ing the Sherman Anti-Trust Act and 
the Clayton Act. The indictment was 
vacated in August, 1943, by the Dis- 
trict Court of the United States for 
the Northern District of Georgia 
and an appeal was taken by the Gov- 
ernment. The case was argued in the 
Supreme Court on January 10th and 
Jith, 1944, but no decision has, as 
yet, been rendered. New York joined 


ob- 
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33 other states in a brief filed with 
the Court as amici curiae designed 
to uphold state supervision of insur- 
ance. 


Considerable improvement has been 
reflected in the ocean marine field 
over that of the previous year. Losses 
due to U-boat activity have fallen oft 
tc a great extent and this has been 
reflected in sharp downward revisions 
of the rates. 


The United States Government, 
which, through the War Shipping 
Administration, had been writing a 
very large volume of business, indi- 
cated late in the year it intended to 
restrict its commitments so that the 
companies writing this class of busi- 
ness expect to enjoy increased vol- 
ume of premiums. 


Inland marine underwriters have 
continued to extend their activities 
with the result that this field is fast 
becoming a major branch of property 
damage insurance. 


The comparative number and 
strength of fire and marine insurance 
companies authorized to do business 
in this state in the years 1932, 1937 
and 1942 are shown in the following 
table: 


Stock Companies 
Number of Companies 
Capital 

Surplus 

Net Premiums Written 
Net Losses Paid 

U. S. Branches of 
Alien Companies 
Number of Companies 
Statutory Deposits 
Surplus 

Net Premiums Written 
Net Losses Paid 


Reciprocals & Lloyds 
Number of Companies 
Surplus to Policyholders 
Net Premiums Written 
Net Losses Paid 


Mutual Companies 
Number of Companies 
Guaranty Fund 
Surplus 

Net Premiums Written 
Net Losses Paid 


Advance Premium 
Companies . 
Number of Companies 
Surplus 

Net Premiums Written 
Net Paid 


Losses 


$328,895,987 


the war the department would be 
ready with a plan which would en- 
able full complianee with the stand 
ards established by law in connection 
with rate making. 

When he turned his attention to 
workmen's compensation rating he 
said : 

The Compensation Insurance Rat- 
ing Board in 1943 gave consideration 
to proposed modifications of the Ret- 
rospective Rating Plan. Two differ- 
ent proposals failed to be adopted by 
a majority of votes. One of the pro- 
posals was subsequently filed directly 
with the Department by the Associa- 
tion of Casualty and Surety Execu- 
tives on behalf of stock companies 
and was the subject of a public hear- 
ing on December 15, 1943. 

The Department held that since the 
member companies of the Association 
had designated the Compensation In- 
surance Rating Board as their agency 
for rate filings pertaining to Compen- 
sation Insurance it could not recog- 
nize the filing made by the Associa- 
tion. It was held desirable, however, 
to review this as well as existing and 


other forms of retrospective rating 





1942 1937 
208 
$312,855,511 
849,892,406 
673,124,417 
266,249,980 


225 


921,591,755 
939,856,480 
487,625,219 


61 67 

21,740,000 ( 

102,072,644 ( 
168,042,121 
96,100,081 


( 
(111,705,861 
101,595,340 
55,939,875 


42,410,090 
13,667,201 
45,763,589 


1 
] 


13 14 19 
11,068,718 11,240,774 14,641,552 
6,640,965 5,696,621 7,101,302 
2,257,148 1,459,454 3,922,412 


68 72 74 
9,985,102 8,183,647 1,650,000 
115,901,767 93,018,698 89,497,905 
144,068,119 98,538,516 73,442,691 
41,837,795 27,221,310 24,022,827 


21 24 
4,246,551 3,033,708 
3,113,678 2,610,087 
1,296,287 981,275 





deena NTENDENT Dineen dis- 
cussed the rating situation in the 
various lines of insurance, pointing 


out there is a lack of proper statisti- 
cal information for the making of 
fire insurance rates and that the rat- 
ing methods are unsupported by ade- 
quate statistical experience. He ex- 
pressed the hope.that by the end of 


recently advanced and also to give 
consideration to the problem of ob- 
taining consideration for minority 
groups within rating organizations 
where proposals initiated by such 
groups are rejected by the organiza- 
tion. A further public hearing to take 
up these topics has been called by the 
Department. 
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Sullivan Talks on 
“The Washington Situation’ 


OMMISSIONER William A. 
Sullivan of Washington state 
at a luncheon meeting of the 

Blue Goose and Fire Insurance For- 
um in San Francisco on March 7 
made some vigorous suggestions 
about solving rating problems, with 
special reference to the federal sit- 
uation. Portions of his speech fol- 
low: 


The topic of my talk today is the 
“Washington Situation”. When this 
phrase is heard today, it is ordinarily 
connected with Washington, D. C., 
but to many it will have a meaning 
more closely associated with the fire 
insurance situation in the State of 
\Vashington. 

Far the past eleven years, I have 
been Insurance Commissioner in my 
state and all during that time and, as 
a matter of fact, for many years be- 
fore that, the men in the business in 
San Francisco in using the expres- 
sion have done so more often than 
not, in a rather uncomplimentary 
way. It is a great relief and a source 
of much amusement to me, now to 
find the expression on everyone’s 
lips, but happily, they are not refer- 
ring to our own “Evergreen’’ state. 
Strangely enough, the expression 
“Washington Situation” as applied 
to the District of Columbia and our 
own state, are indirectly connected. 
Possibly if the situation as existed in 
the State of Washington for a long 
period, also existed in other jurisdic- 
tions, some of us would be less wor- 
ried about the situation in Washing- 
ton, D. C. today. 

Since my home state is closer to 
my heart, I would like to speak on 
the fire insurance picture as it has 
developed through the past eleven 
years, before commenting on the at- 
tack which has been leveled at the 
industry from the National Capital. 

When I first took office as Insur- 
ance Commissioner, I had some 
pretty fixed ideas about how the fire 
insurance business should be run, 


ideas which were made up largely of 
opinions formed through the years 
as a stock company agent and broker. 
[ had not been in office very long, 
before I realized that many of these 
fixed notions were, to say the least, 


biased. Fortunately, I took time to 


analyze the fire insurance business as 


it existed at that time in my state, 
before resolving a course of action. 


Washington had been for many 
years, a rate filing state. As a mat- 
ter of fact, I believe it was the first 
of the western states that attempted 
any form of rate control. During the 
period of 1920 to 1932, there had 
been much friction between the In- 
surance Department and the company 
men in San Francisco. There had 
been charges and counter-charges and 
several law suits. ‘San Francisco ex- 
ecutives were pretty generally dis- 
satisfied with conditions as they ex- 
isted and it was then that the habit 
of referring to the “Washington sit- 
uation” first took hold. Like all 
habits, they are hard to break. 
Frankly, I think much of the dissat- 
isfaction which then existed and 
which still exists in the minds of 
some company men, comes about by 
reason of unfair comparison between 
the business in the State of Washing- 
ton and the business in the State of 
California. 

Now in the State of Washington, 
we have a limited premium income. 
We have almost the same number of 
companies that do business in Cali- 
fornia, competing for that limited in- 
come. In addition, we have some 
fine strong domestic companies, who 
by reason of the fact that their roots 
are in the state, naturally secure a 
fair volume of desirable business. We 
had and still have, our woodworking 
classes, which have not proven very 
profitable to the carriers and we have 
a very aggressive type of agent and 
broker licensed to do business. The 
combination of these things natur- 
ally would lead to a highly competi- 
tive state (although Mr. Biddle 
might argue the point). Under the 
Insurance Code, as it then existed, 
the Commissioner required all com- 
panies to file their rates and rules 
with the department or subscribe to 
the rules and rates of the Washing- 
ton Surveying and Rating Bureau. 
While this had a tendency to level 
off the rates, one unfortunate situ- 
ation existed, that is, the companies 
were permitted to file deviations by 
class and, therefore, many weird and 
unjustifiable deviations resulted. As 
a matter of fact, some carriers were 
able to arrive at almost any rate that 
competition would require by reason 
of the ridiculous deviations which 
they had on file. To remove the evil 
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of class deviations, shortly after tak- 
ing office, I issued a ruling withdraw- 
ing approval of all deviations previ- 
ously filed and prescribed that no fu- 
ture deviations would be accepted un- 
less they were a straight percentage 
deviation across the board and based 
on the deviating company’s past ex- 
perience. Subsequently, this ruling 
was challenged and the Supreme 
Court held that the ruling was beyond 
the powers of the department. At 
the 1935 session of the legislature, 
we, therefore, introduced a depart- 
mental measure, requiring all com- 
panies to file their rates with the de- 
partment or subscribe to the rules 
and rates of the Washington Survey- 
ing and Rating Bureau and _ prohib- 
ited the Commissioner from accept- 
ing class deviations. Since that time, 
the department has had little or no 
trouble. 


Each year we break down the ex- 
perience by the 28 National Board 
classes and the rates are reviewed in 
light of this experience. As a mat- 
ter of fact, it was only last year, that 
after such a review, the Washington 
Surveying and Rating Bureau made 
important changes in rate levels 
based on this experience. Many 
classes secured reductions, while 
others, including the woodworking 
classes, which had for years been un- 
profitable, received substantial in- 
creases. Under the laws of the State 
of Washington, as they presently ex- 
ist, all companies must file their rates 
with the department or subscribe to 
the Rating Bureau rates and must ad- 
here thereto under penalty of expul- 
sion from the state. The law pro- 
vides that any injured party, whether 
it be a company or a property-owner, 
may appeal to the Commissioner for 
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a hearing on any schedule which may 
have been accepted and the Commis- 
sioner then must rule whether the 
schedule is inadequate, unjust or un- 
reasonable. Any injured party may 
appeal directly to the Supreme Court 
from any findings of the Commis- 
sioner. Thus, mechanics are set up 
for the reasonable administration of 
the rate filing law. Since the law has 
been enacted, we have never found 
it necessary to have a hearing, which, 
I think, speaks very highly for the 
iaw. 

I don’t think anyone will quarrel 
with me when I say that regulation 
is futile unless rate control goes along 
with it. The only question you may 
have in your mind would be the de- 
gree of rate control and whether or 
not such control should be exercised 
by the state or by private bodies or 
bureaus. We all know that if some 
means did not exist to create a prop- 
er rate level, the business would be 
in a constant turmoil. I am not here 
today to champion the cause of state 
control of rates, but would point out, 
that the system that prevails in our 
state at the present time, is one which 
combines state rate control through 
a privately owned bureau operated 
with the advice of the companies. 
The companies really have not lost 
their freedom of action. Through 
the Advisory Committee, the com- 
panies have a voice in the promulga- 
tion of rates. Through the filing re- 
quirement, the Insurance Commis- 
sioner has the opportunity to review, 
in the interest of both the policyhold- 
er and the insurance company. The 
system which is in force prevents 
criticism such as has been leveled at 
the Southeastern Underwriters’ As- 
sociation by the United States Attor- 
ney General’s Office and I am ad- 
vised both by my own Attorney Gen- 

al 1 by able legal counsel, that 
of operation cannot be legit- 
attacked by any Federal 
the charge of monopoly 


trade. 


many of you men 
room adhere to the open 
uch as exists in Cali- 

I realize that there is 

| for this method of 
nevertheless, it does 

s open to the charges 

id restraint of trade. 
appear to be offering 
State of Califor- 

tate, as frankly, I 

ar with your problems, 
ike to point out that the 
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plan which we think has worked well 
in Washington, may be worthy of 
your study. Unquestionably, the fire 
insurance industry, as well as the su- 
pervising authorities of insurance, 
have been guilty of not better in- 
forming the public of the nature of 
their business. Scant attention has 
been given in company advertising 
until recently, to the need of a sound 
public relations program. Since the 
Southeastern Underwriters’ Associa- 
tion case, many companies have real- 
ized the need for creating goodwill 
with the general public. However, 
much work is yet to be done. 
Several friends of mine, who are 
not connected with the insurance 
business in any way, talked to me 
about the Bailey-Van Nuys Bill. 
They were shocked to learn that the 
insurance business had been exempt 
from the Sherman Anti-Trust Act. 
When I pointed out to them the safe- 
guards of the laws of our own State 
of Washington, with Anti-Discrimi- 
nation Laws and Rate Filing Laws 
and after I explained to them how 
the application of the Sherman Anti- 
Trust Act would really stifle the busi- 
ness, they were entirely satisfied. 
Each of these men commenting, how- 
ever, said that they thought the fire 
insurance industry should make an 
effort to explain their side of the 


story to the public, because on the 
face of it, the Government’s criticism 
seemed to be justified. The situation 
in Washington, D. C., that is, the 
case of the Southeastern Underwrit- 
ers’ Association, which is now before 
the United States Supreme Court 
and the fate of the Bailey-Van Nuys 
Bill, are, in my opinion, so important 
to the industry that we can really say 
that the existence of the business as 
we know it today, is really dependent 
upon the Supreme Court ruling and 
action of Congress. 


While the Attorney General of the 
United States says that it is not his 
thought to destroy state supervision, 
but merely to supplement it, I am 
afraid that if the Supreme Court 
renders a decision over-ruling Paul 
vs. Virginia and if the Congress fails 
to pass legislation protecting State 
supervision, we will not merely have 
to worry about Federal supervision 
replacing that of the states, but will 
end up with a combination of state 
supervision and Federal domination. 


I realize that there is a serious di- 
vision of opinion within the industry 
as to the propriety of the Bailey-Van 
Nuys Bill. Some prominent men in 
the insurance business feel that no ac- 
tion should be taken on the bill until 

(Continued on Page 24) 


Pending court decisions and legislation in the Nation's Capital could greatly alter the 
uture course of American insurance. 





ILLIAM F. BLEAKLEY 

W and Herman T. Stichman, 

who for the past year have 

been investigating the administration 
of the New York Workmen’s Com- 
pensation Law as commissioners un- 
der the Moreland Act on March 2 
filed with Governor Thomas E. Dew- 
ey a report containing a number of 
recommendations to end existing 
abuses in the execution of the law. 
A total of one thousand witnesses 
were examined under oath at hear- 
ings conducted by the commissioners 
throughout the state and 251 wit- 
nesses testified at 239 public hearings. 


Governor Dewey promptly sub- 
mitted a message to both houses of 
the New York Legislature in which 
he urgently recommended adoption 
of legislation advocated by the More- 
land Commissioners in. their report. 
In his message to the legislature the 
Governor stated that “The report 
demonstrates factually that the ad- 
ministration of this law has been per- 
verted for the benefit of selfish and 
interested groups and that many in- 
jured workers have been denied their 
rights. It shows a complete _indif- 
ference, incompetence and callous- 
ness to the rights and remedies of 
helpless, poor and inarticulate work- 
ers. 


“As a result, the two great pur- 
poses of this war and its philosophy 
have been defeated; prompt awards 
have not been achieved ; good medical 
care has not been assured. More- 
over, litigation has been as prolific 
as ever. In a vast number of inci- 
dents unscrupulous licensed repre- 
sentatives and lawyers have sought 
to aggrandize themselves, and equally 
irresponsible employers and insur- 
ance carriers have sought to avoid 
their legal responsibility.” 


In conclusion Governor Dewey 
voiced a determination to see that ex- 
isting abuses are promptly remedied. 
In his message he stated “To permit 
these conditions to exist for one day 
would be an injustice. To permit 
them to continue these many years 
was inexcusable. I am determined 
that the administrative deficiencies 
which have not already been cured 
shall be promptly remedied.” 


The report of the Moreland com- 
missioners takes up first in consid- 
erable detail, the activities of rings 
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of licensed representatives, lawyers 
and doctors who have prevented in- 
jured workers in New York City 
from receiving the full compensation 
and medical benefits to which they 
were entitled. On this point the com- 
missioners come to the following 
conclusions : 


“The system of representation of 
claimants by laymen in compensation 
cases, who act for fees payable out 
of the claimants’ awards, has had det- 
rimental consequences to injured 
workers. The original plan of hav- 
ing injured workers represented by 
fee-receiving laymen who would give 
cases individual attention has failed 
in its purpose. A limited number of 
laymen, and some lawyers, have had 
a practical monopoly in this field, 
built up by solicitation, and constitut- 
ing ‘big business.’ Salaried lawyers 
in some instances do much of the 
work, but the laymen, with no code 
of ethics, control the methods used. 
Licensed representatives and some 
lawyers have in effect compelled in- 
jured workers to submit to inferior 
treatment by physicians not of their 
own selection. 


“Licensed representatives, some 
lawyers, and their physicians have 
made a practice of giving monetary 
and other gifts to State referees, 
doctors and employees, some of 
which are bribes. This has been done 
in competition with employers and 
insurance carriers. 


“The result of prevailing practices 
has been not only to retard the claim- 
ant’s recovery and endanger his 
health by improper medical treat- 
ment, which, of course, slows down 
the industrial effort, but also to de- 
prive him of his rights to full com- 
pensation due to the desire of lay 
and legal representatives to make a 
quick settlement and thereby obtain 
a substantial fee. 


“The practice of the fee-receiving 
licensed representatives and lawyers 
referred to is built up by the refusal 
of some employers and insurance car- 
riers to make prompt and proper pay- 
ment of compensation, and by their 
improper controverting of claims. 
This forces claimants to seek repre- 
sentation because of fear that they 
may lose their rights. 


“Tt would be helpful if labor or- 
ganizations assigned non-fee-receiv- 
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ing agents to represent their mem- 
bers, whenever necessary. The ex- 
pense of this representation should 
be borne by membership dues, with- 
out any deductions from the claim- 
ants’ awards. 


“Employees of self-insured em- 
ployers, and employees of insurance 
carriers are representing them at the 
Division of Workmen’s Compensa- 
tion, but are not required to be li- 
censed by the Industrial Commis- 
sioner. They should be. 


1. The Department of Labor should 
establish a panel of “Claimants’ Advis- 
ers,” employing a sufficient number of 
competent lawyers and trained laymen 
to advise and represent claimants, with- 
out fee. Their compensation should be 
chargeable to the insurance carriers, self- 
insured employers and municipalities af- 
fected, in the same manner as are other 
expenses of administering the Work- 
men’s Compensation Law. Some refer- 
ees should be appointed from among 
members of the panel from time to time. 


2. Fees of licensed representatives and 
lawyers representing claimants should 
not exceed 6 per cent of the amount: 
awarded of which half should be paid 
by the claimant out of his award, and ~ 
half by the carrier or self-insured em- 
ployer in addition to the award. Ac- 
ceptance of an additional sum by law- 
yers should be made a misdemeanor, 
which is now the case to laymen. 


3. The transfer of cases between li- 
censed representatives or lawyers should 
not be permitted without consent of the 
Industrial Board. 


4. No licensed representative or law- 
yer should be allowed to appear in a 
case in which he has not been retained 
by the claimant directly. He should not 
be permitted to divide his fee with any- 
one. 


5. No employee of any self-insurer, 
and no employee or agent of any insur- 
ance carrier, should be permitted to rep- 
resent his employer or principal at the 
Department of Labor unless licensed by 
the Industrial Commissioner. 


6. The Industrial Commissioner 
should be directed to establish a code of 
ethics governing the conduct of all li- 
censed representatives, and _ violation 
thereof should constitute cause for re- 
vocation of the license. 


7. Refusal by any person to whom a 
license or authorization to engage in any 
occupation or profession or to do any act 
has been granted by the Industrial Com- 
missioner, to answer any legal question 
or to produce any relevant book or paper 
concerning his conduct under such li- 
cense or authorization, upon request of 
any duly authorized officer of the State, 
should constitute adequate cause for re- 
vocation of such license or authorization. 


8. No private physician should be al- 
lowed to attend the examination of the 
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claimant by the State doctor, but facility 
should be afforded the carrier or em- 
ployer for medical examination of the 
claimant immediately thereafter. 

9. Persons giving or tendering any 
gift or gratuity to any officer or em- 
ployee of the Department of Labor for 
the, purpose of influencing his official 
acts, and those accepting such gifts for 
performing or failing to perform their 
official duties, should be prosecuted. Fur- 
thermore, the Department should adopt 
a regulation specifying that any officer 
or employee who accepts any gift or 
gratuity from any person whose inter- 
ests may be affected by his official action 
shall be subject to removal from his 
office or employment, or to other dis- 
ciplinary action. 


HE efforts of some insurance 

companies and employers to in- 
fluence or control the selection and 
judgment of physicians and improper 
controverting of claims by them is 
taken up in part two of the report. 
“The right to a free selection of phy- 
sicians by injured workers” it is 
pointed out “has been curtailed by 
some employers who provide their 
own medical facilities. This has been 
beneficial to workers, or to relations 


between employers and employees. 
Such employers should permit repre- 
sentatives of employees to oversee the 
operation of their medical bureaus or 
other facilities, so that improper in- 


terference with workers’ 


rights may 
cease.” 


Remedial legislation is 
gested by the 
lows: 


then 
commissioners as 


sug- 


fol- 


1. Interference by any 
the free 
jured 


person with 
selection of physicians by in- 
workers, and the attempting by 
any insurance company or employer im- 
properly to influence the medical opin- 
ions of their own or claimant’s physi- 
cians, should be made a misdemeanor. 

2, Subdivision (4) of section 13-a 
should be amended thus: “No claim for 
medical or surgical treatment shall be 
valid and enforceable, as against such 
employer, or employee, unless within 
forty-eight hours following the first 
treatment the physician giving such 
treatment furnish to the employer and 
directly to the industrial commissioner 
a preliminary notice : 

Paragraph (c) of section 13-d, subdivi- 
sion 2, should be amended so as to au- 
thorize the Industrial Commissioner to 
remove from the list of those authorized 
to render medical care any physician 
treating a claimant who “has failed to 
submit full and truthful medical reports 
of all his findings to the employer and 
directly to the Commissioner or the in- 
dustrial board, within the time limits 
provided in section thirteen-a, subdivi- 
sion four, of this chapter, with the ex- 
ception of injuries which do not require 
(1) more than ordinary first aid or more 
than two treatments by a physician or 
person rendering first aid or (2) 
time from regular duties 
working day or shift; ...” Section 110, 
which relates to reports of injuries to 
the Industrial Commissioner by em- 


loss of 
beyond the 
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ployers, should be amended similarly to 
provide that “Within ten days after the 
occurrence of an accident resulting in 
personal injury, which shall cause a loss 
of time from regular duties beyond the 
day or working shift on which the acci- 
dent occurred, or which shall require 
medical treatment beyond ordinary first 
aid or more than two treatments by a 
physician or person rendering first aid, 
a report thereof shall be made in writ- 
ing by the employer...” 

3. Section 13-j (1) should be amended 
by adding the phrase “ in accordance with 
section 13-a, (4)” after the words “medi- 
cal conduct of the case,” to make it clear 
that the former does not provide for any 
additional examination by the carrier. 

4. An additional assessment up to 15 
per cent of the amount finally awarded 
should be authorized to be made in favor 
of the claimant by the Industrial Board 
against the controverting carrier or em- 
ployer if the claim is allowed, and it ap- 
pears that the objections thereto were 
without just cause. 

5. Section 23 should be amended (a) 
by increasing to $50 the sum to be paid 
by carriers and employers to the Attor- 
ney-General as costs upon withdrawal 
of an appeal, and (b) by providing that 
the award to the claimant shall be in- 
creased by 10 per cent, but not less than 
$100, in cases of unanimous final affirm- 
ance by the Appellate Division, or the 
Court of Appeals, after appeal by a car- 
rier or employer, unless the Court shall 
certify that the appeal was upon meritor- 
ious grounds. 

6. The Superintendent of Insurance 
should be empowered to suspend or re- 
voke any license previously issued to any 
stock corporation or mutual association 
insofar as it grants authority to transact 
the business of workmen’s compensation 
insurance in this State, if, after notice to 
and a hearing of such insurer, he finds 
that it has unreasonably failed to comply 
with any requirement imposed upon it 
by the Workmen’s Compensation Law, 
and if in his judgment such suspension 
or revocation is reasonably necessary to 
protect the rights of persons who may 
become entitled to the benefits of that 
law. The Superintendent should be 
granted discretion to reinstate any such 
license if, for cause shown, he finds that 
ground for such suspension or revoca- 
tion no longer exists. The action of the 
Superintendent in suspending or revok- 
ing any such license should be subject 
to judicial review. 


HE third part of the report con- 
cerns itself with the notorious 
kickback racket tolerated by certain 
medical societies. Suggested reme- 


dies offered in the report are: 


1. In counties having a population of 
1,000,000 or more, recommendations, un- 
der the law to the Industrial Commis- 
sioner of physicians, and of medical bu- 
reaus operated by qualified physicians, to 
be authorized to render medical care, 
and of laboratories to engage in physio- 
therapy or other therapeutic procedures, 
and the investigation, hearing and deter- 
mination of all charges of professional 
or other misconduct on the part of au- 
thorized physicians, medical bureaus and 
laboratories, should be made and held by 
a single. board of three physicians of out- 
standing qualifications selected by the 
Commissioner with jurisdiction in such 


matters in all such counties. Its deter- 
minations should be subject to review 
by the Industrial Council, the decision 
of which should be advisory to the In- 
dustrial Commissioner. The members 
should receive adequate compensation, 
and should not be permitted to engage 
in compensation practice. They should 
be advised by an attorney. 


2. In counties having a population of 
less than 1,000,000 the recommendations, 
investigation, hearing and determination 
referred to, should be made and held by 
the medical society of each such county, 
or by a board designated by any such 
county society, or by a board represent- 
ing duly licensed physicians of any other 
school of medical practice, or, if the 
medical society or board fails to act, or 
if there be no such society or board, 
then by a board of three physicians of 
outstanding qualifications designated by 
the Commissioner for such county. Their 
recommendations and _ determinations 
should be subject to review by the In- 
dustrial Council, the decision of which 
should be advisory to the Industrial 
Commissioner. 


3. No claim for services in connection 
with x-ray examination, diagnosis or 
treatment of any claimant, should be 
valid or enforceable except by a physi- 
cian duly authorized as a roentgenologist 
by the Industrial Commissioner, for 
services performed by him or under his 
immediate supervision. The payment 
transference or assignment to, or divi- 
sion with, any person or corporation of 
any fee for such services by such physi- 
cian in return for the furnishing of facil- 
ities for such examination, should be 
cause for revocation of such authoriza- 
tion except that reasonable payment, not 
exceeding 334% per cent of such fee, 
should be permitted to be made by such 
roentgenologist to any hospital furnish- 
ing such facilities on its premises. Sec- 
tion 1264 of the Education Law should 
be amended to provide that any other 
payment shall be ground for revocation 
or suspension of the license of any phy- 
sician, or for disciplinary action. 


4. Section 13-g (2) of the Law, relat- 
ing to arbitration of medical bills, should 
be amended so as to provide that if the 
parties fail to agree as to the value of 
medical aid, the matter shall be decided, 
in counties having a population of 1,000,- 
000 or more, by the board of three phy- 
sicians selected by the Industrial Com- 
missioner heretofore mentioned. The 
arbitration costs assessed against the 
parties should remain the same, but they 
should be payable to the Industrial Com- 
missioner on account of general ex- 
penses in administering the Law, since 
the arbitrators will be the members of 
fhe board heretofore mentioned. 


5. The tender or payment of any fee 
or gratuity to or by any physician or 
other person for referring claimants to 
anyone for a service should be made a 
misdemeanor on the part of the offerer, 
if only tendered, and on the part of the 
offerer and receiver, if consummated. 
Section 1264 of the Education Law 
should be amended to make such prac- 
tice ground for revocation or suspension 
of the license of any physician, or for 
disciplinary action. 


ee @e« @ 
HE following conclusions are 


reached by the commissioners in 
part four of their report wherein 





they: take up the lethargy in leader- 
ship of the Department of Labor: 

“The Division of Workmen’s Com- 
pensation has for years been admin- 
istered in an incompetent manner. 
Its personnel has not been of high 
quality. Injured workmen have been 
subjected to unnecessary treatment 
and operations which sometimes dis- 
abled them totally. 


“Good will has been bartered at 
the division for cash and gifts. 


“Industrial commissioners during 
at least a decade prior to 1943, cer- 
tain of their assistance, and the In- 
dustrial Council have neglected to 
remedy known defects. Their acts 
or inaction have contributed to the 
generally demoralized condition of 
the division of Workmen’s Compén- 
sation. 

“The number of physicians in the 
medical bureau should be increased 
and an adequate salary schedule 
should be established. They should 
be required to devote a suitable num- 
her of hours weekly to hospital or 
clinical work.”’ 

ee e ® 


ART five of the report delves 

into the activities of the State In- 
surance Fund and the commissioners 
find that the Fund has not been op- 
erated with the degree of honesty or 
efficiency requisite of a public agency. 
Morale of personnel, the report 
points out, is not at a proper level 
and it is recommended that its pres- 
ent management be strengthened. 

Inadequacy of compensation bene- 
fits and related matters are discussed 
in part six. 

Defects in the enforcement of the 
law as against non-insuring employ- 
ers is taken up in Part seven of the 
report and the conclusion is reached 
that the present No-Insurance Unit 
of the Division of Workmen’s Com- 
pensation should be improved, and 
cases of failure to secure the payment 
of compensation vigorously prose- 
cuted. 


The final point taken up in the re- 
port is the laxity in collection of pay- 
mients in non-survivor death cases 
and the commissioners conclude that 
the Death Unit should be organized 
in such manner as to ensure efficient 
investigation and prosecution of no- 
dependency death cases throughout 
the State. Analysis should be made 
of such cases, they declare, in which 
no action has been taken, over a rea- 
sonable period in the past as well, 
and proceedings instituted where jus- 
tified. 
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The Place of the Compensation Insurance Carrier in the Field 


of Rehabilitation and Re-employment of Disabled Servicemen 
By B. E. KUECHLE* 








OMPENSATION insurance 
companies are a vital agency 
in the rehabilitation and re- 

employment of disabled Servicemen. 
These carriers have had many years 
of practical contact, dating back to 
the inception of compensation laws in 
1911, in the equally important prob- 
lem of rehabilitation of workers dis- 
abled in industry. Annually, about 
70,000 employees in industry become 
permanently disabled from industrial 
accidents.! 

It is a recognized principle of re- 
habilitation applying equally to dis- 
abled Servicemen and disabled indus- 
trial workers that rehabilitation and 
retraining can best be accomplished 
in a former or related occupation, 
preferably in the service of the same 
employer. 

There seems to be an impression 
among certain individuals or groups 
of individuals that compensation in- 
surers counsel against the employ- 
ment of disabled persons, fearing 
that accident frequencies and accident 
severity among the disabled will pro- 
duce adverse loss ratios. 


Is there any foundation of truth 
or fact upon which these impressions 
may be based? The answer is a de- 
cided “no”. Compensation insurance 
rates are based on nationwide experi- 
ence modified by law variations in 
the individual states. Rates are ad- 
justed annually and follow the actual 
experience by only two years. There- 
fore, rates would promptly correct 
adverse experience if it did occur. 

Sut what are the facts about ac- 
cident frequency and increased sev- 
erity among the disabled? Authen- 
tic statistics probably will never be 
available because comparative studies 
involving similar hazards and equal 
man-hours of exposure as between 
disabled and non-disabled workers 
cannot be carried out. 


However, the better judgment of 
safety engineers and actuaries who 
have investigated the problem seems 
to support the view that accident 
frequencies among the disabled are 
about five per cent less than among 
the able-bodied in similar occupa- 
tions.” 

*A statement by Mr. B. E. Kuechle, vice-prest- 
dent Employers Mutual Liability Insurance Com- 
pany, Wausau, Wisconsin, before the 
on Industrial Health, Chicago, Illinois. 

1Accidents Facts, page 52, 1943 edition of Na- 
tional Safety Council Incorporated. 


2National Underwriter, December 23, 
page 17. 


Congress 


1943, 


Not only is the assumption of in- 
creased accident frequencies falla- 
cious, but careful investigation and 
numerous studies have revealed many 
advantageous observations which 
make the handicapped not only a 
heretofore neglected source of man- 
power, but even more so, a steadying 
moral influence on physically normal 
fellow employees. 

Such persons are likely to be more 
careful in their movements than the 
others. If their disability is due to 
a prior accident, they have learned 
the lesson of safety the hard way. 
They are grateful for the opportunity 
that has been given them and are 
eager to prove their loyalty by mak- 
ing good. They concentrate on their 
tasks and the absentee problem is less 
acute than with the able-bodied. 

One recent survey* made in a large 
manufacturing plant studied 685 hand- 
icapped employees in comparison 
with the same number of normal in- 
dividuals. The records indicate: 
7.9 per cent more normal workers re- 
signed than handicapped workers 
7 per cent more absences among normal 
workers 
5.6 per cent fewer accidents among the 
handicapped workers 
7.4 per cent more discharges for cause 
among normal workers 
4.6 per cent increased earnings for the 
handicapped as compared with 4 per cent 
for the normal workers. 

Undoubtedly some employers un- 
familiar with the real facts need to 
be educated to the favorable poten- 
tialities of a liberal employment pol- 
icy toward the disabled. Second in- 
jury fund legislation now found in 
19 states should be extended nation- 
wide to spread the compensation 
costs of isolated second injuries 
among the disabled over the entire 
industry. 

Medical preplacement examina- 
tions are a prime requirement because 
real vocational rehabilitation is de- 
termined solely by the question of 
whether the prospective employee un- 
der the handicap disclosed by such 
examination will be ahle to do his 
new job efficiently and safely; safely 
to himself, his fellow workers, and 
the public. 

It is among the employers insuring 
their compensation liability that claim 
men, engineers, and nurses employed 
by the compensation insurance com- 
panies will carry on most effectively 
in a broad rehabilitation and reem- 
ployment program among the dis- 
abled Servicemen. 


%Employment of the Physically Handicapped 
). 


Dr. D. L. Lynch, Journal of the American Med- 
ical Association, March 29, 1941. 
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THE RESPONSIBILITY OF 
AMERICAN INSURANCE 


(Continued from page 16) 


in the defense of our country, nor 
the cost of caring for the widows and 
orphans of those who have paid the 
supreme sacrifice. These are primary, 
patriotic, sacred responsibilities to be 
provided for generously. We should 
have no complaint about taxes im- 
posed for successfully carrying for- 
ward any program designed to solve 
the problems here presented. Our 
veterans’ rehabilitation and care pro- 
gram should be separate and distinct 
from the civilian Social Security pro- 
gram as originally provided by our 
Government. If we are to retain 
the form of Government in which 
we believe and for which our men 
and women are fighting all over the 
world, we must plan carefully and 
fight hard to encourage individual in- 
itiative, a desire to work, a desire to 
provide for dependents through pri- 
vate sources. We should encourage 
the continuance of private industry 
with only a minimum amount of gov- 
ernmental regulation. Governor Sal- 
tonstall succinctly expresses it in 
this way—‘“In the past twenty years 
we have turned more and more to 
our government for counsel and for 
action. We have depended less and 
less on our own initiative. The more 
we turn to government for action, the 
less we can expect to be independent, 
and the more bureaucracy will result. 
How often today do we stop to think 
that government, as we know it, was 
built to serve us, and not to have us 
as its servants?” 


You, who are engaged in the busi- 
ness of insurance, should not take a 
“middle-of-the-road” course in con- 
nection with Social Security legis- 
lation simply because you are in the 
insurance business. You should not 
remain inarticulate or refrain from 
constructive criticism of a social se- 
curity program through fear or an 
inferiority complex. For more than 
one hundred years in this country, 
your business has been providing, 
through private means, for the social 
security of this nation and you have 
done a wonderful job. You and I 
have a stake in the future of our 
Government. We have individually 
and through the companies that we 
represent and supervise loaned to the 
Government an unprecedented 
amount of money through the pur- 
chase of War Bonds and other secur- 
ities. Insurance men and women are 
serving with the colors all over the 
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world. We are paying:taxes. We, 
in the insurance business, know more 
about social security than many of 
the dreamers who are attempting, by 
devious means, to impose upon us 
obligations which we may not be able 
to meet. We have reached down into 
the pockets of the $10.00 a week 
clerk to secure tax revenue to sup- 
port the financial demands upon us 
already incurred. Let us be sensible! 
Let us be satisfied with the advances 
we have made! Let us determine the 
1ature and extent of a rehabilitation 
program which should be made avail- 
able to returning veterans who are 
disabled and let us give them a voice 
in what that program will be! Let 
us determine what obligations we are 
going to assume in order to prevent 
the recurrence of war! In the mean- 
time, you should continue the advance 
which has been made by private in- 
surance in the cause of social secur- 
ity. You should devise new and 
broader coverages at the lowest pos- 
sible cost. You should make our in- 
surance policies conform to the de- 
mands of the individual, in order to 
encourage the quality of individual 
independence! 

Gentlemen, we should meet our fu- 
ture responsibilities with courage and 
a tenacious purpose to improve 
American insurance. 





WASHINGTON SITUATION 
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the United States Supreme Court 
acts. They feel that any legislation 
at this time would be construed as 
an attempt to circumvent the United 
States Supreme Court. Others feel 
that the Bailey-Van Nuys Bill does 
not go far enough. They advocate 
amending the bill to specifically ex- 
empt insurance companies from Fed- 
eral Trade Commission Laws, or, 
the introduction of a new bill to ac- 
complish this purpose. It is unfor- 
tunate that there is such a division 
of opinion in the trade. Had the 
sponsors of the pending legislation 
taken sufficient time to consult with 
all of the various competitive ele- 
ments in the business, it might have 
been possible to have gotten the 
whole institution behind one bill, 
aimed towards preserving state su- 
pervision. 

We have carefully considered the 
effect on the business in the State 
of Washington should the Supreme 
Court overrule Paul vs. Virginia. 
We have been advised by our legal 
counsel, that we need not fear chaos, 
inasmuch as the Insurance Laws of 


our state, as they presently exist, 
would preclude Federal interference. 
We feel that we could continue our 
operations, unless the Congress 
would pass additional legislation, em- 
powering some agency of the Federal 
Government to control the fire insur- 
ance business. Unfortunately, many 
jurisdictions are not in this position. 
It is felt by many, that the Federal 
Trade Commission may step into 
those states which do not have anti- 
discriminatory and rate control laws, 
to prevent violations of the Sherman 
Anti-Trust Act. I understand that 
the Federal Trade Commission has 
this authority at the present time, but 
that they would use it only in juris- 
dictions where the state does not have 
statutes enabling the Commissioner 
to control. 


All of the Insurance Commission- 
ers throughout the United States are 
anxiously awaiting the decision of 
the court and if an adverse ruling is 
handed down, I am confident that the 
Executive Committee of the National 
Association of Insurance Commis- 
sioners will immediately be called into 
special session. Of course, no hasty 
action will be taken, but I am confi- 
dent the National Association of In- 
surance Commissioners will sponsor 
legislation in the Congress of the 
United States, with a view of specifi- 
cally exempting insurance, not only 
from the Sherman Anti-Trust and 
the Clayton Acts, but from the Fed- 
eral Trade Commission’ Laws. Such 
a bill will unquestionably receive the 
whole-hearted support of the trade. 
With the sponsorship of the Nation- 
al Association and with the united 
support of the industry, I am sure 
both houses of Congress will give 
speedy passage to such a measure. 


Strangely enough, I sincerely be- 
lieve that out of the attack which has 
been made on our industry, much 


good will eventually come. Already 
company officials are taking a more 
realistic attitude toward the problem 
of serving their policyholders. There 
has been an awakening to the realiza- 
tion of the necessity for a sound pub- 
lic relations program. Eventually 
friendly cooperation among all types 
of carriers will result. Out of the 
challenge to the industry, comes an 
opportunity to correct conditions for 
which we may have been justifiably 
criticized. The fire insurance indus- 
try has contributed greatly to Ameri- 
can life. I know that the business is 
equal’ to the opportunity and will rise 
to even greater heights than has been 
heretofore attained. 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 





INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


4 LUMBER MUTUAL FIRE INSURANCE COMPANY 
4 OF BOSTON 


é LUMBERMENS MUTUAL INSURANCE COMPANY 
e OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONW(DE INSURANCE 





Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 

Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 

Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 




















be fisherman who lands his catch safely leaves nothing to 
chance —and_ today, on vital production lines, Hardware 
Mutuals policy back of the policy is safeguarding workers by 
eliminating chances for industrial accidents. 

The policy back of the policy protects the interests of policy- 
holders by giving them first consideration. In Workmen’s Com- 
pensation and Liability insurance it provides an engineering 
service applied with exacting care to individual plant needs. The 
result is an accident prevention plan that means safer working 
conditions, better conservation of equipment and materials, 
greater volume and economy of production. Employe and public 
good will gains by prompt, sympathetic claim settlements. 
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FEDERATED HARDWARE MUTUALS 


For more than 30 years the sound management, financial strength 
and faithful service of Hardware Mutuals have meant vigilant 
protection in other types of insurance as well, including Auto- 
mobile, Fire and allied lines, Burglary, Plate Glass, General 
Liability, etc. Dividend savings now totalling over $87,000,000.00 
have been returned to policyholders— another result of the policy 
back of the policy. All transactions are handled by experienced, 
full-time representatives. 

For improved safety, service and savings, investigate Hardware 
Mutuals policy back of the policy. Send for a free copy of our 
book, INDUSTRIAL SAFETY PROCEDURE, an important 
guide to better plant protection. 


Hardware Mutuals 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wixomin Stevens Point, Wis. * Owatonna, Minn. x Offices Coast to Coast 


Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 


LICENSED IN EVERY STATE 


Compensation, Automobile and other lines of non-assessable 


CASUALTY AND FIRE INSURANCE 











